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PREFACE TO THE REVISED EDITION. 


Tins ntiw anil enlarged edition of Tke Evolution of Modern 
Capitalism contains additions and alterations so great as to 
constitute it in .effect a new book. 

The chapters dealing with the concciitrative forces in 
model n industry, the growth of industrial Combinations, 
'I'liiHlH, Cartels, etc., are entirely rc-written. Large use has 
been made of recent English and American material, and 
much attention is given to new developments of capitalism 
in the transport and manufacturing industries of the United 
States. 

In Cluipler X. an analysis of the position occupied by 
tiic niuumier in modern industry is presented, with illustra- 
liuns from recent developments in South Africa and 
Arnrrit'a. 

While most of the matter of the earlier historical chapters 
in the first edition is retained, numerous emendations and 
ud ditions fuivc been made, and an introductory chapter on 
the Origin of Modern Capitalism, based largely upon the 
researches in Professor Sombart's great work, Dtr Modems 
KapitalismuSy has been inserted 

For niuterial relating to capitalistic combinations in 
Croat Britain I desire to express my de^ indebtedness to 
the writings of Mr. W, H. Macrosty, whose collection and 
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analysis of instances form the best single fund of infoniui' 
tion. For recent American material relating to 1 

have made large use of the reports of the Industrial ( nin- 
mission and of the writings of Profussur Richard hly and 
Professor Jeremiah jenks. 

J. A* 


Ociober 1906, 
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THE EVOLUTION 
OF MODERN CAPITALISM. 


CHAPTER I. 

THE ORir.tN OF MODERN CAPITAUSM. 

§ 1, The first conditions of Capitalisnu 
g 2. Midiaml repositories of IVcaltL 
§ 3 Rents the origin of early Capital 
§ 4* “ Treasure as the monetary basis, 

§ 5, Nobles^ burghers^ and officials the first ^*Bustness 
Men,^^ 

g ( 5 . The beginnings of Colonial Exploitation and Forced 
Labouri^ 

§ 7. The rise of a British prakiariat of dispossessed eith 
tivators, 

§ B. Similar nm^ement in Ctmtincnlal Europe, 

§ 9. Slow growth of tfse of Machinery, 

8 10. 7 he Spirit of Economic Rationalism, 

§ 1 1* Causes of England^ s priority in Capitalism, 

§ j. (Japilalism may provisionally be defined as the 
organisation of business upon a large scale by an employer 
or company of employers possessing an accumulated stock 
of wealth wherewith to arciuire raw inaLerials and tools, and 
hire labour, so as to proiluce an increased quantity of wealth 
which shall constitute profit. Wherever in the course of 
history a conjunction of certain essential economic and 
moral forces has appeared, capitalist industry in some form 
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and size has existed. These essential conditions may be 
thus enumerated: — 

First, a production of wealth not required to satisfy the 
current wants of its owners, and therefore saved. 

Second, the existence of a proletariat or labouring class 
deprived of the means of earning an independent 
livelihood by putting their productive labour-power 
into materials which they can freely appropriate^ 
purchase, or hire, consuming or selling the product 
for their own advantage. 

Third, such a development of the industrial arts as enables 
indirect methods of production to afford profitable 
employment to organised group-labour using tools 
or machinery. 

Fourth, the existence of large, accessible maikcts with 
populations willing and economically able to con- 
sume the products of capitalist industry. 

Fifth, the capitalist spirit, or the desire and the capacity 
to apply accumulated wealth to profit-making by the 
organisation of industrial enterprise. 

These are, of course, no series of wholly independent 
conditions. On the contrary, they are closely intcr-i elated- 
The causes which favour an accumulation of wealth in one 
class of a nation, or other social aggregate, will commonly 
assist the formation of a proletariat labour class. The 
existence of a population capable of generating new want.s 
will help not only to stimulate accumulation, by oflering the 
possibility of large profitable sales, but will also arouse the 
development of industrial arts, which in their turn will re-act 
upon the consuming public by provoking new wants. Such 
an atmosphere of technical progress, alike in the arts of 
production and of consumption, will educate the desire and 
the capacity of capitalist organisation. 

§ 2. The forms which capitalist enterprise takes differ 
widely according to the relative development of these con- 
stituent forces or conditions. 

Unless we regard as capitalist enterprises the military and 
naval expeditions for pillage, to which so large a sliare of 
the accumulations in the ancient world and throughout the 
Middle Ages was applied, the area of older capitalism was 
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virtually confined to certain public or semi-public works, 
such as palaces, temples, tombs, castles, anti other edifices 
for ostentation or defence; the making of roads, water- 
courses, and other permanent improvement of transport; 
nuning, chiefiy for precious metals; and certain expensive 
and hazardous branches of commerce with distant parts. 
Slave or serf labour applied to the cultivation of the soil 
may also be accounted a .s[»ccies of capitalism in ancient 
times. Of the most cliaractenslic branch of modern capital- 
ism, large-scale manufacture, the ancient woild contains few 
traces. 

Until the close of what we call the Middle Ages none of 
the conditions we have named as essential to a wide general 
development of capitali.sm was present, and two at least did 
not assume ronsithtrable dimensions until the eighteenth 
century. 

As we briclly trace tlie eineigeiii'c of these forces in the 
niudern world, we shall bring into proinitu*ncc the distinctive 
fealnrci, of modern as distinguishiMl funn ancient ratiitulism, 
us well as furnish an (ixi>lanution of the rapid growth of the 
capitalist e<‘onoiny. 

In his elaborate re.search into the sources of accumulation 
in the Middle Agc.s, Somlmrt finds five principal repositories 
of accumulated >voalth 

K 'rhe papal tn'a.sury at Rome, fed by the contributions 
of the faithful, and enoiniously enhanced during the 
])eriod of the (husatles. 

2. 'riie knightly <jrders, foremost among them the 

'reniplars, whose esUiblishmenls extended over the 
entire known world, from (Ireece to Portugal, from 
Sicily to Stiotland. 

3. Thi) royal tivasurie.s of I'Vancc and JCnglaml 

4. 'Die higher gradiss of the feudal nobility. 

5. 'i'he city funds of the important commercial centres, 

VeniciN Milan, Naidci, ranking first, followed by 
Hologna and Florence in Italy, Parks, London, 
Parcelonn, Seville, Lisbon, ilruges, Ghent (later 
Antwerp), NLirnberg, and Ktiln,^ 

* /W* moihrM J<Iwciles IJiieli. Zelmtes Kap. 
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If we seek the actual oriijins of early amiiuiihliMns 
we nm them “to earth** in rents nf rif;rirultuial anil < ity 
lands, in iha workin" of num^s, and the <lisrov4Ty or of 

ancient treasures of the East, Tn the Michlle tin* li< 
trade and the industrial crafts wore nevf*r anylliiti^ rl : * 
than means of ‘Mivelihood,’' their scale and the rondilions 
under which they were condiictetl furnishing no se^ope h)r 
considerable accumulations. I’houj'h in the later periods 
of the Middle Ages large profits were madtt otjt of Cr/lonial 
trade and money-lending, these processes imj)liefl the pr/*- 
existence of large accumulations which (fsse.ntial fo tiieir 
operations; moreover, further analysis of (^^Ioui:^l tiruli* 
and money-lending drive down to labour on lie* land a? 
the prime source of their profits. 

§ 3. The historical foundation of rnpiinli .m is rent, the 
product of labour upon land over aufl alr>ve\\hat r, re jui .ile 
to maintain the laboimTs; this surplus aeeiues by pnhtii.d 
or economic force to tlic king, fcitdal stipeti »r, or landtnvnt 1, 
and can he consumed or stored by him, 

By taxes and tolls, fines, ivitts, or even by voluntary f’ontii 
butfons, the king, the (’hiireli, the landl<mi, was abl»* to 
draw from the cultivation of the land the surplus pioihe't of 
the more fiatile soil, and most <»f the ineo'iiient ol the 
productivity of agriciiltuio flue to im|in»vei| inethiHls of 
cultivation. Sysletns of taxation arul of laiul reutue WfUe 
evolved in order to extraet ns much as ptjssiblt* of these 
natural sur[)luses for the betmlit o( the politir ai or e* nnomie 
superior. Thi.s power, however, to draw from tint culfi^atm . 
a large amount of the prothice, thouj'h conferring fUii the 
landowner or feudal supf^rit^r a large coniniatid over rurphis 
wealth for his personal consumption and that of a liody r»f 
idle retainers, would not in itself t*nnble him to act tnnul.itf*, 
for the wealth he thus reecivtrd would consist nltnost wholly 
of perishable goods; ov<*n the forccil kil#mjr he sometimes 
extorted in lieu of produce was of necessity npplicfl chhdty 
to the production nf Imildings, roads, bridges, etc., which, 
though of more permanent utility, could contriljute little to 
such accumulation as is r(‘quirefl for capitalism. 

To the surplus prothmt of agriculture must be added the 
rents of town lands. Though tlie snjall tmvn tr.nlcr or 
craftsman under piimillve condilirmn was seidoni aide to 
make sufifident savings oiit of Iiis pn)fiis to become even a 
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local usurer, the growth of the smallest sort of town yielded 
to the owner of the ground on which it stood a number of 
little rents whose growth became a considerable source of 
wealth. As from his country estates the feudal noble was 
able to squeeze from the peasants the fruits of improved 
agriculture and more settled government, so from his town 
lands he could take the value of iinprovements of the in- 
dustrial arts. The beginnings of the wealth of cities are 
accumulated giound rent '..'^ 

Invcstigatioiib into the rceoids of tlie early history of 
rising cities show that in neaily all cases the early capitalists 
are representatives of the families originally in possession of 
the ground on wiiich tlie town is built. The landowners 
necessarily (‘ontrolled the laying out of sheets; the mill, the 
smithy, the markets were made or controlled by them; 
houses, booths, and woikshops were olten built by them. 
'J1ic increuients of city values came to them in hereditary or 
life leases, or in time lease*;; while sales of these town lands 
and redeiiiplions })Ul large sums into the hand.s of the 
lerrittnial aristoerat^y, wlm as early n.s the thirteenth century 
in Italy and ldandt‘rH are found in the po.siiion of large 

was a .slow, gradual, and for the working population 
an unobserved draining of small pailicles of labour which in 
course of time was <k*stined to serve as tin? foundation of 
the capitalist t*t:uniJiny,'’*-* "J‘he imporlant point to recognise 
is that whether the industry whose surplus pi ofil.s (the exces.^ 
over the siibsi.stence ol the worker) is agricuUuie, vv town 
luindierafts and trading, tlu^ first instriinieni of ai>propriation 
is the ownership of land. 

S 4, hut we must look to another sort of labour on the 
land to furnish the tochniuil ('oudition of eifeedve ac- 
cuiiuihiti<m. i^aynient of rents for country or town htmls in 
kind could not found capitalism, 1'he disc overy and a])- 
propriation of the precious metals arc essential to this 
achievemenU It is necessary that the original power of 
drawing rents should be moncliscd before the possession of 
capital can become itselt a basis of profit. Until “treasure” 
could be obtained and retained in Western Europe modern 
capitalism could make no really considerable start. The 


^ Cf« Sonibart, vel* i* p, 2 iju 


* UiJpf voi. i, p. 268, 
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earlier treasure-houses were in the East, and durin.c5 tlnj 
early Middle Ages Western intercourse with these older 
civilisations meant a constant suckage of the iirrt ious 
metals eastwards to pay for the goods which (Mine into 
Europe through the Levant trade. T'hoiigh (lerinanyand 
Austro-Hungary turned out considciablc <tuantilirs of ^i>Id 
and silver, these passed through the hands of the Italian 
merchants into the East. Not until the (‘olhipso of ilat 
Byzantine emphe opened the ./Egoaii and tho Asiafir 
to the plunder and exploitation of Italian ruins and 
merchants did the tide begin lu turn and Western Em ope 
obtain the supply of money rcijiiiu‘d as a basis 
capitalism. 

Economic historians often niisiqircsunt the part playrd 
by money. The development of mines and a largo output 
of the precious metals assist the rise of eapitalisiu in that 
they give to the possessors of these precious nicUils a power 
to (iiyert into channels of indirect production the surplus irn 
dustrial energy drawn from the producers in taxes, t(d!s, rnits, 
etc. A sufficient development of agriculture and of oiiirr 
industrial arts to furnish such a siirplu.s is a jire reriiiiMte. 
The existence of the precious metals in a conumiiiity cib 
ables the type known as “the business man arise and 
function by directing the flow of “supeilluou.s industrial 
energy” fr<Dm the production of immediate to that of mediate 
goods; or in other words, from the direct produdion of cmi- 
sumers’ wealth to the production of industrial and ctnn- 
mercial capital-goods. This docs not neccs.suri)y oct:m a.s 
a result of the discovery of gold and silver even in a fairly 
civilised state. The owners of wcaltli got from iniiU'S 
may, often do, use it chiefly for ostentation and for dtfcora. 
tive consumption. But blended with this ase is th<; re- 
cognition of another use of precious metals and jewels as 
a store of value which on occasion may give the owner a 
command over other forms of wealtli and over the encTcy of 
men. 

This storage of treasure in the hands of kings, nobles, and 
of cities IS first conceived with the design of providing for 
defensive or offensive warfare. For defence or attack it is 
necessary to inainiain and equip quickly large bodies of 
men, to furnish weapons, ships, and other expensive ap- 
paratus of war, and the earliest forms of large enterprise 
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which resemble capitalist industry arc the equipment of land 
and sea expeditions for conquest and plunder. The early 
funds not only of nionarchs but of the Italian cities in the 
Middle Ages were chiefly designed and used for war. 

So long as the surplus-product of labour passed, in forms 
of tax, toll, and rent, into the hands of kings and nobles, 
the Church, the orders, and city funds, whether to be con- 
sumed in luxuiy or to he accumulated as treasure, it could 
not give li^^e to capitalism. 

5. It was essential that inassi's of this sin plus wealth 
should pass into the hands of “business men,” who should 
seek to make it a basis of “profitable” use. Now, records 
seem to point to two chief otigins of such a class. 

'riic rise-! of the great mercanlile j>ower of the Italian cities 
clearly indicates one origin - theenliancc of memhers of the 
landed ari.stocraey into city life and luirgher occupations. 
With the growth of more seltletl order in the country, and 
of a softer, more luxurifuis habit of life, some of the landed 
nobility came to nettle in llui cities, biinging with them 
their rent rolls and Imyiiig moie city lands. Ksj)L*cially the 
younger Imuiclies of the nobility, no longer wholly occuiucd 
wilii war, came inlt> town life. This meiging of the landed 
nobility with city life was earlier and freer in the Italian and 
Hemish states than in France or (jurmany, and tlie larger 
quantity of money thus brought into the citiiis by the 
“ monelisaluju” of ilu^ rents of their estates contributed not 
a litllo to tlni riuli^'r dcvclopuiisit uF large commercial 
undeitnkiiigs by Italian and Idnnriii mi 1 chant-houses. In 
Kngliuul also from the ihirlccnlh reiiLury the lower nobles 
began lo mix inoiif easily witli burghiir life, and “the 
younger smis ot the country knight sought wife, occupation, 
and esliile in the towns, “A large propurlion of the 
L<jndon ap[»renlices were diawn from the Ikjuscs of rural 
gimtiy”- in the time of Fli/abeth, the cleavage between the 
landed anil llu: moneyed interests not having yet begun to 
display itself, Uh), in (’lennauy the early commercial 
prosperity of hiicb Umnsu-s Augsburg, Niirnbcrg, basel, and 
Kdln was fed fiom a similar source. Unfortunately, the 
history of (lermany in the later Middle Ages tended more 

* Stiiblis, 

Cftiwih of linsihh /f/uWoS vel. i. p. laO (8vo, 

X90i). 
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and more to estrange the landed nobility from the pnareful 
life and pursuits of towns, a fact which gruiitly contributed 
to retard the commercial and industrial devclopmuut cu 

that country. , 

While many of the great business men of the Miudle 
in Italy, Flanders, Germany thus sprang fiom the landed 
aristocracy, possessing agricultural rents, tolls, and fines as 
their commercial nest-egg, the smaller owiicis of city-grounds, 
the original burgher-families, played an eriually impoitunt 
part in cases where the town-lands wore not closely licid l*y 
noble or by chuich. These original settlers, small fanners 
at the start, extending their holdings, often encroaching on 
or dividing by agreement common lands, formed strong 
local oligarchies, sucking the rising land values to foiin the 
capital which they afterwards employed in commerce. 

To these nobles or small land-holders who passtjd into 
commerce with accumulations directly derived from ground" 
rents, must be added the officials who, under the feiu l.d 
system, were quartered upon the public resources in 
lucrative offices of state, or were entrusted with the cidlcf:- 
tion and farming of taxes and tolls. Not only wore the 
salaries of chancellors, marshals, and oilier liigh ollit yrs 
extremely large, but all officials connected with tin.* raising 
and expenditure of public moneys had opportunities for 
peculation which were freely exercised. Tlic ruling 
families in the cities could thus add to their private grounil- 
rents a share of the city funds. So large shares of the 
original accumulations of royal and papal treasuries, and rd' 
the rents and endowments of monasteries and cities passoil 
into the hands of the business men, who were agents for 
these great public sources of income,^ 

The management of the estates and the finances of tltc 
private land- owners, lay and spiritual, was largely entrusted 
to a class of business officials, who, as rent collectors, 
stewards, bailiffs, reeves, intendanls, came to share the 
riches of the landlords. But it must be remembered that 
in whatever form incomes came to these public or ]>rivulc 
officers and agents, as salaries, fees, profit, or peculation, 
land-rents were the almost exclusive origin* 

1 So the Spini, Spigliati, Bardi, Ccrchi, Tulci, Alfaiii, and laler thr 
Medici, became the great bankers of the Bapacy. (Sumbart, vot i* 
p. asi.) 



MODERN CAPITALISM. 


9 


Given a class of business-men with such sources of 
accuiiiulation in ihuir hands, it is not difficult to perceive 
the rhit-f profitable use to which they could put this 
“ capital,*' 'J ho most important branch of primitive 
capitaliriiii is “usury'' or “money-lending,” and the part 
this played in converting feudal into burgher wealth was 
nutewoilhy.i The gieat spiritual landlords were driven to 
br>n living Tiioney in cider to forwaid to Rome the in- 
creasing moiiclaty contiibutions which the “age of faith” 
calk'd fo’Lhj* the temporal lords, embarrassed by the grow- 
ing expi.nsvs <jf war and of building (the two chief uses of 
money), were diawn mc^re and more into debt to the 
“ banking houses ” in Italy, Handers, and Germany. The 
Crrsades form a cliief landmark in this growing power of 
thj new business class, compelling the Crusaders to borrow 
for their expenses of equipinent and travel, giving increased 
power to their stewards and agents, and bringing back a 
new influx of luxurious habits of life from the East which 
led them into fuitlier extravagances. In Italy and else- 
where increasing (piuntitics of land were thus alienated from 
their aristocratic owner.s, forfeited for debt. When the 
period of the Renaissance brought the fuller influence of the 
East to bear upon “barbarous” Europe, and cities began to 
assunre an air of luxury and to exercise influence as facial 
centres, ” the country nobility and gentry wishing Wy enter 
this new life, found themselves short of money and com- 
pelled to bonow fiom the rich burghers. Beginning in 
Italy as cuily as the thirteenth century, this movement 
reached Goriiiany in the fifteenth, and England in Eliza- 
beth's reign showed that the “money-lending” business 
Wi'is so large and profitable a.s to tempt not only Continental 
capital but Diildi settlers from Amstcidam and elsewhere 
to comiadu with the Jewish and Lombard houses in 
London.-* 

lixiravagiinr.e of dni.ss was itself a considerable factor in 
the borrowing habits which built the wealth of the city 
financ iers. 

8 6. I5ut all these inodes by which capital has passed 
from the ownershit) of landlords into that of business men 
furnish an inadequate explanation of the rajud increase of 


^ Cf« Sombart, vul. i. p. 255. 


^ Cunningham, vol. i. p. 324. 
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wealth in Western Europe. Without far larger access to 
monetary trcasuies as instrumciils of concentuUud accumu- 
lation, without larger opportunities of gathering the various 
material resources for the development of the industrial arts, 
modern capitalism would have been impossible in its exist- 
ing dimensions. Western Europe supplied no adeciuate 
output of precious metals from the mines: her agricultural 
population alTorded no increase of production in the form of 
rents large enough to furnish a great stream of accunmlaling 
wealth, nor could the productiveness of the industrial aits of 
the towns yield a rapid growth of profit. The economy 
of mediaeval Europe did not expose a large landless pro- 
letarian population to the free exploitation of prolU-seeking 
masters. The labour basis of modern capitalism was 
lacking. 

The exploitation of other portions of the woild through 
military plunder, unequal trade, and forced labour has been 
one great indispensable condition of the growth of ICiirojicun 
capitalism, “The riches of the Italian cities is quite inixjn* 
ceivable apart from the exploitation of the rest of tiu 
Mediterranean; just as the prosperity of Tortugal, Spain, 
Holland, France, and England is unthinkable apart from the 
previous destruction of the Aiab civilisation, the plundering 
of Africa, the impoverishment and desolalion of Soutlien 
Asia, and its island world, the fruitful lilast Indies, and tin 
thriving states of the Incas and Astccs.”^ 

The Italian republics were the first to take this work ii 
hand. The close of the Crusades saw them in virtiKil con 
trol of numerous cities in Syria, 3^ale.sline, the /Kgeati, am 
the Black Sea. From the beginning of the twelfth centur) 
Genoa, Pisa, and Venice fastened their economic fangs int 
the towns of Arsof, Caesarea, Acre, Sidon, Tyre, etc. Th 
break up of the Eastern empire gave Venice a vast colonic 
power, not less than three-eighths of that empire falHn 
under her single sway; while her rival, Genoa, also acquire 
large possessions among the Ionian islands and on the mail 
land, Asia Minor and the ililgean islands were full of ric 
natural resources, with large civilised populations inheritir 
arts of skilled industry as yet unknown to the Westei 
world. The Italian cities did not pretend to colonise in ar 


^ Sombarl, vol. i. p. 326. 
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modern sense this vast empire, but established trading 
centres in the chief towns and took rich toll of the manu- 
factures. They found in x\ntioch, Tripohs, Tyre, a flourishing 
silk industry; cotton in Armenia; glass and pottery in Syria; 
and considerable mining operations in Phocis and elsewhere. 
Their mode of exploitation seems to have been an adaptation 
of the feudal system, by which as overlords they exacted a 
large portion, usually one-thiid, of the total produce of the 
soil, mines, and industry. This foim of infeudation, which 
later on the Sjianiards intioduced into America under the 
title of EncomienUas, existed long befoie in these Italian 
colonies of the Levant. J.ater on the feudal form dropped 
off, giving place to the sway of piivileged companies 
wielding a royal or state monopoly. 

The real signifieance of this early “colonisation” for the 
rise of modern capitalism was that it afforded the first 
opportunity of profit on a laige scale, by placing at the dis- 
posal of tlie Italian masteis a large supply of skilled serf 
labour. Not only was the property of whole provinces 
coiifiscatiid to the conquerors, but the condition of large 
masses of the inhabitants was, from old usage, one of virtual 
slavciy, "all rights and possessions in men, women, and 
children” passing to the new feudal superiors. The Italian 
conquerors found also a most proniabic inheritance in the 
slave-trade, which Byzantines and Arabs had carried on 
from ancient times. This slave-trade they gieatly extended 
by incau.s of a premium system, bringing in great numbers 
of captive Mussulmans, so that, for example, the increase of 
population in Crete alone under their rule was from 50,000 
to 192,725. 

Thus early was laid the foundation of the profitable trade 
which furnished to Western Europe the accumulations of 
wealth required for the later development of capitalistic 
methods of production at home. A huge “proletariat,” 
slave or nominally free, was first placed at the disposal of 
Europe in the near East. The treasures of the East, its 
hoarded gold and slaves, its rich textiles, its spices and other 
concentrated wealth, poured into Western Europe through 
the hands of the Italian traders and bankers.^ The lesson 
taught by this caily experiment was that the chief advantage 
of conquest lies, not in the discovery and seizure of hidden 
accumulated treasure, important as that was in the case of 
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early Eastern empire, but in the continuous exploitation of 
large quantities of forced labour. 

The Portuguese and Spanish learned this lesson well, 
recognising that “the true riches of new-discovered lands 
are their inhabitants.” The Spaniards in Mexico and Peru, 
the Portuguese in West and East Africa, the Dutch in 
Malacca, Java, and Ceylon, bettered their early instructions, 
founding their economic dominion upon an even stronger 
basis of “forced” and “slave” labour with a fuller organisa- 
tion of the slave supply. The black population of Africa 
was, of course, the great reservoir for the new tropical 
economy of the European colonial system which spread 
through Central Ameiica, Brazil, and the West Indies, 
taking root later on in North America. The dimensions of 
this trade from the beginnings of its development at the 
opening of the sixteenth century by the Portuguese were 
enormous: the actual number of slaves in use at any given 
time presents but a slight idea of its bulk, for the waste of 
life involved in it was so large and the duration of (he 
economic life of the slaves so short. In 1830 the Jtluropean 
colonies contained only about two and a half million slaves; 
but during three centuries a stream of countless millions liad 
been flowing in to be used up as “raw material” in the 
colonial products which built the early fortunes of Spanish, 
Portuguese, Dutch, and British merchants. 

The profits of the European companies embarking in 
early colonial trade were very large, for slave economy i.s 
not in itself and under all circumstances bad. Merivaie 
cleaily points out the main condition of its profitable use. 
“When the pressure of population induces the freeman to 
offer his services, as he does in all old countric.s, for little 
more than the natural minimum of wages, those .services 
are very certain to be more productive and less expensive 
than those of bondsmen. This being the case, it is 
obvious that the limit of the profitable duration of slavery 
is attained whenever the population has become so 
dense that it is cheaper to employ the free labour for 
hire.”i 

In other words, Western Europe until the nineteenth 
century did not present the large supply of landless 


^ Merivaie, LeUum on ColonisoHon^ vol. i. pp. 297, 298. 
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labourers required as one condition oF great profitable 
capitalism. It is for this reason that colonial economy 
must be regarded as one of the necessary conditions 
of rnodern capitalism. Its trade, largely compulsory, 
was in large measure little other than a system of veiled 
robbery, and was in no sense an equal exchange of 
commodities. I’lading profits weie supplemented by 
the industrial profits representing the “surplus-value^^ of 
slave or forced labour, and by the yield of taxation and 
plunder. 

“The particular significance of the colonial economy is 
that it affords undertaker’s profits before the conditions of 
true capitali-sm are ripe, before the required accumulation 
of money has taken place, before there is a proletariat, and 
before free land ha.s disappeared.’*^ 

§ 7. The growth of a large proletariat in Western Europe 
was an essential condition for capitalist industry. That 
meant an increase of rural population beyond the means of 
subsistence on the soil, according to current modes of 
agriculture and land tenure, and an increase of town 
population incapable of earning a livelihood as independent 
artificers or craftsmen. Now this condition was long de- 
layed by the slow growth of population in the European 
nations. Famine, plague, and war kept down the popula- 
tion through the Middle Ages: the death-rate of children 
was enormous, and the effective life for the mass of the 
people was very short. Though no really reliable statistics 
are available, it is pretty well established that up to the 
eighteenth century the rate of increase of population for 
Europe as a whole was very slow, and even during the 
eighteenth century showed no great expansion. In Germany 
for a long time after the Thuty Years* War the population 
actually fell off, recovering only in the eighteenth century. 
France about the middle of the eighteenth century reached 
again the nuinbens she had attained in the first half of the 
fourteenth century, and still stood below the 18,000,000 
.she had attained after the death of Louis XIV. Holland 
and Belgium .seem hardly to have increased for three cen- 
turies. From the last half of the sixteenth century to the 
beginning of the ciglitcenth century Italy was stagnant at 


* Sombatt, vol. i. p. 358. 
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about 11,000,000. In Spain the population sho^Ycd an 
extraordinary decline during the sixteenth and seventeenth 
centuries. 

The English population estimated at nearly 2,000,000 at 
the time of Doomsday, seems to have grown very slightly for 
three centuries, reaching not more than two and a half 
millions by 1377, in the last year of Edwaid III. During 
the following two centuries and a quarter the pace of 
growth was more rapid, for at the end of Elizabeth's reign 
it is estimated at some 5,000,000. From this time the rati* 
of growth again declined, and 6,000,000 was not attaiiietl 
until nearly the middle of the eighteenth century.^ 

Mere growth of population, however, in lands, large pails 
of which were uncultivated or poorly cultivated, does not in 
itself explain the formation of a proletariat. As we traced 
the beginnings of ‘‘capital” to the accumulated giouiuL 
rents, so we must trace the beginnings of a mobile wage- 
earning class to agricultural and industrial cliange.s whirh 
detached large numbers of the rural population (rom their 
earlier status as small owners or holders of lantl, or luj 
labourers with some stake in the profits of Ihtt fiinn tlu*y 
helped to work. Agricultural reform.s, involving more pio- 
ductive utilisation of land and better buriness nu-lhori., 
were the chief instruments of change. In Grnal Iltilain 
and upon the Continent the primitive ngricultnre of feudal 

1 Mr. Cunningham gives the following .scler.tutl pslnnali-s nf the 
population of England and Wales from iCSS onwauls r*f 

English Indtisiry^ vol. iii. p, 035 ):— 

1688 .. 5»5<w, 520 G. King, in Davenant vnl. ii. n, iS‘4. 

1700 ... 5,475,000' 

1710 ... 5,240,000 

1720 ... 5,565,000 

1730 ... 5»796;000 

1760 ... 6,736,000 

1770 .M 7,42^^)000 

1780 ... 7,928,000 

1790 ... 8,675,000 

1801 8,892,536'! 

x8n ... 10,114,226 

1821 12 000 2^7 

1831 131896,798 >852 S3i 

1S41 ... 13,914,146 

1851 ... 17,927.609; 
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society required little “ capital,” and afforded no play for 
the “business” spirit. The “landowner” was not much 
concerned to exact money rents or to get considerable 
profits out of the land; his tenants and the cottagers or 
other workers on the farm enjoyed fixity of tenure and of 
status, tilled the soil according to custom for their liveli- 
hood, sharing the produce and living a nearly self-sufficing 
existence. 

'frade in agricultural produce, bringing an increased use 
of money into the agricultural economy and stimulating 
owners and tenants to a more careful and intensive cultiva- 
tion, so as to earn money rents and profits, was the chief 
channel of the innovating current. It was the Flemish 
demand for wool, which, coming upon England in the 
Tudor age when political and social conditions were 
favourable, afforded a large profitable use of pasture, lead- 
ing to the enclosure of great quantities of common lands 
and wastes, and the formation of large pasture farms under 
new proprietors who, entering into the estates of the de- 
cayed baronial families and the confiscated church and guild 
land-s administered them by their agents in the spirit of a 
modern rent-receiver* This foreign market for wool, and 
the growing market for grain afforded by the increase of 
London and other centres of population and by a certain 
sporadic export trade, began that process of converting the 
small yeoman and cottager into the mere wage-earner 
which reached its fullest pace in the enclosures at the end 
of the eigliteenth and the beginning of the nineteenth cen- 
turies. Whereas in the earlier period of this movement it 
was enclosure for pasture that was the chief propeller, in 
the later period it was enclosure for tillage. 

Though the earlier enclosures involved much injustice in 
depriving small farmers and labourers of their legal or 
customary rights in the use of the land, and set afloat 
a considerable number of landless folk who lived as 
“rogues and vagabonds,” or found a settlement in the 
towns, the mass of the villagers and rural workers seem to 
have retained until the eighteenth century some stake,, 
however slender, in the soil, that differentiates them from 
the pure proletariat which modern capitalism requires as 
a condition* The simultaneous improvements in tillage, 
cattle-breeding, and sheep-farming of the eighteenth century 
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found an England one third of which still remained in 
common fields with the slovenly and wasteful railtivalion 
involved in this system. A large pint ofllie counhy was 
in the hands of small yeomen, firming tht'ir own land, 
cottagers or crofters, icnting small holdings and enjoying 
not only a share in the common fields, but other rights of 
pasture, forest, and waste. The wage-work for farmers was 
partly performed by these, paitly by faim-labouieis who, 
if single, “lived in,“ and, if mairied, were supplied with a 
cottage on the farm, and were allowed ceilain small rights 
of pasturage for a cow, etc. Again, farmers in many parts 
of the country let patches of land to siih tenants, who wme 
primarily engaged in weaving or olhor domeslic indnstry, and 
worked on the land in their spare lime. 

The conditions of enclosure and llu^ new fai ming chunked 
all this. Scientific rotation of crops, deep cultivation, the 
use of artificial manures, the increasing employment of 
machinery, involved a capital outlay and a l)iisines.s adminis- 
tration with which the small farmer could not cope. 

The yeomen and other small owners or holders were 
unable to keep their grip upon the land: the Ipgal and nlhor 
expenses of acts of enclosure, the cost of fenring and ntlier 
adjustments ruined many of them, rinrl ihc'y \v<*ie uiiahle to 
stand up against the large landowm^rs in llm dr/uiin* of 
doubtful legal or customary rights. 'I’lic sjici'ulativc busi- 
ness of growing for markets, will i flurtnating prices, was un- 
suited alike to their means and their intoUigenco. Many of 
this class, thus failing to maintain an indepcufhmt footiu!.;, 
came to recruit the new indu.slrial army of the tCiwns, 

The cottagers, crofters, and other labourers were still loss 
able to retain whatever rights custom yielded them in llie 
beneficial use of the land. The old jiatrinichal farm life, 
which preserved elements of a profiUsluiritig character, gave 
way before the new business pressure, the siipplemontary 
wages in kind disappeared or were commuted into a trilling 
addition to a money-wage which the I’onr ) aw in tlm Inter 
eighteenth century reduced to a degraded level. 

The^ nevv wheat-farming economy had the fiirLher effect 
of diminishing winter employment. An oven more serious 
consideration was the effect of the introduction of ma- 
hinery in destroying the supplomenlary industries which 
elped the small peasants to pay their money rents, anti 
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made even the labourers greatly independent of the farmer. 
1 'hough it cannot be supposed that the increased quantity 
and improved tillage which followed the enclosures, the 
increase of agricultural land by drainage and occupation of 
wastes, and the other agricultural improvements, diminish 
the aggregate demand for labour, they do not seem to have 
increased it suffirifntly to absorb the rapid increase of the 
rural population ; for alieady in the last decade of the 
eighleL‘nth cenliny there aiose numerous complaints of over- 
population in rural parts as well as in towns, and this con- 
dition notoriou'dy prevailed through the first half of the 
following centuiy. 

Tin* new econmny of large faiming which had .shaken 
from all ownership or slake in the land the great mass of the 
rural population, did not then become sufficiently intensive 
to absorb them as mere wage-earners in the new system. 
On lh(i otluir hand, the forces drawing the superfluous 
lalKHir into tin; towns or into fon*ign emigration were not 
yet fully operative. 'J'luj Napoleonic war had retarded for 
a while the d<*ve]npm«fnt of machine industry and the 
<l(*mand for labour in the industrial towns; transport was 
tor) feebUi and ino o.^pensive for any largo stream of cmi- 
gratirm to the rolonias or to America; the shackles of the 
l*oor Law and the I, aw of ScUlemcnt greatly impaired the 
mobility of the w'r>rking [joimlatirm. 

It is, howevui, to this giowth of a large rural population 
di'piivi'cl of any owm*isiiip or security of tenure in the 
}U)il, that wn uiuiit look for the diitif t',xplanation of the 
“proletatiiit'* ^^^luirl*4l for modern capitalism. This da.ss, 
gradually loosrnuil from its ervmoinic and legal settlemenL 
upon the soil, was diuwn faster and faster into the n<'.w 
industriali.sm of the facbjry, thn mine, the city shop, and 
warehouse. Hu-ni it fused ivilli a Unvivbrcd, wage-earning 
population, ri‘j>res<,‘nting llie journeymen wlio from the 
fifteenth century on had been c.xdiuled more and more 
persistently from tlai guild organi.satinns, and formed a town 
prolotaiial which was labT reinforc’ed by .small masters* 
unable to hold their itidcpendonrtt against the dositig 
monopoly of the craft guilds, and by skilled workmen from 

' ITnwiii, hhlnUniti in the Sixteenth mii Seventeenth 

f 'entuf le^t <;lu v»ii, 
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the Continent, religious or political refugees, and in the 
earlier era of the industrial revolution by large migrations of 
unskilled labourers from Ireland* 

§ 8. In Germany the same origin of an industrial prole- 
tariat is plainly traceable. The same suivival of the patri- 
archal farm-family, in which the labourers held a small legal 
or customary share in the land, cattle, and product of the 
farm, receiving part of their payment in a share of the 
harvest, broken up, partly by the agrarian reform of 
partly by the Schlesian Law of 1845, the enclosure of the 
common fields, the restriction and gradual disappearance of 
the labourers' rights, and the subsequent conversion of a class 
of little profit-sharing farmers into hired labourers. The 
same compelling forces were operative here as half-a-ccntury 
earlier in England — ^the growth of more intensive cultivation, 
use of machinery, diminished winter employment in agri- 
culture or in supplementary industries.’ 

In Italy, France, Belgium, Switzerland, in fact throughout 
Western Europe, the same general movement has been dis- 
cernible, its pace determined partly by llic growth of popula- 
tion, partly by the size of the estates, and partly by the 
condition of agricultural arts. The rapid rise of land values 
in Belgium from the middle of the nineteenth century, 
together with the decay of village inrlnslrics, broke up the 
economy of a distinctively peasant tenure; the same holds 
alike of the small peasant districts of Central Italy and the 
larger estates of South Italy. The prevalence of small hold- 
ings in these countries and in France, though doubtless 
retarding the adoption of capitalistic agriculture and the 
displacement of rural population, has not prevented the 
constantly increasing flow of a redundant labouring prole- 
tariat into town industrial life. Everywhere a farm-labour- 
ing class, shaken from its earlier hold xipon the land, has 
been accompanied in Us townward trend by the cliildreni 
of the small peasant proprietors who, fimling the economic 
conditions of the old patriarchal farm-family no longer 
tolerable, seek the better livelihood and larger independence 
of industrial life. 

^ More work fia* summer, less for winter, lesulted from (<t) ineroassd 
arable, diminished pasture, £specially recluulifins ttt sheep and (lax- 
growing; iP) machinc-lhieshing in plan* of the haml-flaih (7) 
diminished woik in forestry. (CT. Som 1 )art, ii. 12Q.) 
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§ 9. The existence of accumulated wealth, and of a large 
population dependent on the sale of their labour power 
could not, however, generate the system of modern in- 
dustrial capitalism unless the industrial arts had attained 
a liigli development. The capitalism of the ancient, and 
even of the medieeval world, exhibiting a few rare instances 
of large organisation of workers under a single control, 
working on wages for the profit of their employers, differed 
in one important respect from modern industrial capitalism. 
Whether in the great serf agriculture of the early Roman 
Empire, or in the mines of Thrace or Sicily, or still earlier 
in the great building operations of Egypt, Babylon, or 
India, the element of ‘‘fixed” capital was very small, con- 
sisting of simple tools or relatively slight and unimportant 
“machinery”: the capital by which employment was 
afforded consisted of food and raw materials, which were 
“advanced ” to the labourers. 

Early accumulations of “capital” consisted in (a) treasure, 
(p) raw materials and a store of food; or from the standpoint 
of the individual capitalist, in either a or p. 

Though the financial capitalism of the money-lender or 
banker making loans or advances to farmers and artificers, 
and the commercial capitalism of merchants giving out raw 
materials to workers, collecting, purchasing, and marketing 
their manufactured products, are, as we shall see, important 
stages in the evolution of the capitalist structure, the 
business organisation they imply differs essentially from the 
structure of the great factory, ironworks, railroad, mine, or 
.shipping firm in which modern industrial capitalism finds its 
typical expression. 

The concrete basis of modern industrial capitalism is its 
large complex structure of “fixed” factors, plant and 
machinery, the mass of expensive instruments to assist 
lai)Our in furthering processes of production. The 
economy of expensive machinery, and the development of 
indirect or “roundabout” methods of production were the 
chief instruments in the industrial revolution of manu- 
factures. It is strange how slow this discovery and 
application of machinery wafs, and how little progress was 
made from ancient limes up to the middle of the eighteenth 
century, 'I’o those who regard evolution as essentially the 
product of “accidental variations,” the inventions of in- 
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dustrial machinery may appear attributable to the “chance” 
which assigns to some ages and countries a large crop of 
inventive geniuses, and denies it to other ages and countiics. 
A more scientific view of history explains the slow growth 
of mechanical invention by the presence of factors un- 
favourable to, and the absence of factors favourable to, the 
application of human intelligence to definite points of 
mechanical progress. The vested interests and conservative 
methods of existing industrial castes and their guild {)r- 
ganisations rendered the mediaeval city pnor soil for the 
introduction of “labour saving” machinery or other revolu- 
tionary experiments: the small dimensions of markets, 
confined partly by political, partly by natural restrictions, 
presented no opportunities for the profitable disposal of 
large outputs. No great “free” labour market existed in 
the mediaeval town ; the ambition and the trained capacity 
of the business organiser had little opportunity of dis- 
covering and asserting themselves in an age when education 
was almost wholly confined to classes who regarded with 
disdain the useful arts and crafts. In times when the early 
thirst for gold and the zest of physical inquiry absorbed 
men of “science” and intellectual ingenuity in “alchemy” 
and problems of perpetual motion, tliLjrc was nr> 
“conduction” of intelligence along the humbler paths fif 
detailed mechanical improvement in the useful arts. 

The force of these unfavourable fiiclors is made more 
manifest by the fact that single examples of successful 
capitalist organisation upon a tolerably large scale did 
actually occur in the later Middle Ages in a few instances, 
where machinery had come into play. The priming trade 
showed an early tendency to concentration in large capitalist 
businesses, attributable to the expensive “fixed” capital in 
presses. At the end of the fillcenth century we find in 
Niimberg a large printing business with twenty-four presses 
and a hundred employees —type-setters, printers, correctors, 
binders, etc. So likewise in the fourteenth and fifteenth 
centuries we find paper-mills in Nuinberg and Iia.sel on a 
capitalistic basis. In Bologna, as early as T341, we find 
accounts of large spinning-mills worked by water-power, and 
even where no non-human power was available, the com- 
parative expensiyeness of the distafis and looms helped tr> 
establish mills in which large bodies of workers were 
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employed in Genoa and other Italian cities.^ A large 
rapitalisL silk manufacture was formed in Ulm, in which the 
loom played a distinctive pait. In the early development 
of capitalism in the metal industries, the importance of 
plant and tools is discernible, and the introduction of the 
bltsL-furnaccs in the first half of the fifteenth century with 
llui uiic of coal and of water-power to work stamps, hammers, 

1 1 ('., was a conspicuous advance towards modern con- 
ditions. 

!)iillcuUies of transport and the slight iricgular structure 
of markets were largely responsible lor the retardation of 
mechanical inventions and capitalistic enterprise in the 
manuHictures, 'The early beginnings noted above are con- 
fined to articles at once costly, portable, and durable; and 
even for such commodities as books, silk and woollen cloth, 
and hardware, the narrow limits of a distant market, in 
which packmen and annual fairs were important links be- 
tween producer and consumer, offered little encouragement 
to enterprise. 

§ 10. Under such conditions the evolution of the business 
man, and in particular the application of the organising 
mind to manufacture, was necessarily slow. It is difficult to 
realise how modern is the capitalist spirit, the disposition to 
employ accumulated wealth in furthering production for the 
sake of profit, "The early accumulations of money were 
animated by no such motive. King, nobles, knightly orders, 
church, sought wealth in order to spend it on war, personal 
dis[)Iay, and largesse or almsgiving. Neither to the getting 
nor tlic spending of money were any steady rational motive 
ami inelhod applied. "The quick attainment of treasure by 
lapim*, CKtortion, and adventure, its quick squandering in 
llie “luiproduclive coiusumplion” which such a life involved, 
marked the spirit of the powerful classes in the Middle Ages, 
Even when the craving for money spread more widely by 
the introduction of luxuries into city life, the idea of industry 
or trade as a regular instrument for obtaining money was 
bltiw to make its way, Freebooting, the squeezing of 
peasants or townsmen by rents, aids, or taxes, or the more 
romantic, though less productive adventures of treasure- 
digging and alchemy, had earlier vogue, Only as the lust of 


^ Cf. Sombart, vol. i. p. 405. 
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accumulation spread among lower and nioie puicuful borts 
of men did money-lending and cumnierLu begin to be 
recognised as means to get money by the use of money. 
“Economic Rationalism” is the .suggestive name wliich 
Sombart gives to the change of spirit Iruin the inm;uUi(‘, ad- 
venturous money -hunting of the Middle Ages to the piir-siiils 
of modern commercialism. In this process he assigns a very 
significant part to the discovery and use of technical biusi- 
ness methods in account-keeping, the ajjpliLation of exact 
calculation to Industry. Two names mark 'he early ad- 
vances towards modern book-keeping — Lecjnardo Pisano, 
whose Liber Aobaci^ published in 1202, may be said to indi- 
cate the beginning of modern industry, coinciding as it <lid 
with the Venetian assault upon Constantinople; iitul h'ra 
Luca, whose completed system of double entry wa.s essential 
to capitalistic account-keeping, Tlie develoj)nient of book- 
keeping, accompanied as it was by a wide general applica- 
tion of rational and nuitlicmatical system througliout com- 
merce, in the shape of exact measurement of lime and place, 
forms of contract, land surveying, modern rnethiKls of 
weights and measures, city plans, public accounts, was at 
once an indispensable tool and an aspect of m(»deTn 
industry. It rationalised business, releasing it fioin I'aiuii e 
and chance, and giving it a firm objective character from the 
profit-making standpoint. 'J'his was the most derniitc and 
direct contribution to industry of the Renaissance, with its 
emphasis on individual interests, personal responsibility, anti 
free competition — the same spirit which wrought in arl, 
literature, religion, and politics. 

Such were the technical conditions for the development of 
the modern business spiiil, the rationale of llie entnprencnr 
approximating to the type known as “the economic man.” 
Such a man was first found in the banking and nu-rchant 
class of the Italian and German cities of the later Middle 
Ages, Of the great Jacob Rugger it was told that, when a 
rich competitor, wishful to retire from business in advancing 
years, approached the old banker with the suggestion --“J.et 
us both retire, now we have led a long career of pjofit- 
making, and give others a chance,” liis reply wa.s lhal “lie 
had quite a different mind, lie wanted to go on making 
profit as long as he could.” 

This spirit, then new, and confined to a few merchant- 
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bankers, was destined to spread until it became the life of 
modern industry, absorbing the greater part of the intelli- 
gence and wili-power ot the directing classes in the modern 
world The warrior-noble, the sportsman, the churchman, 
the landedgentleinan, who gave example and direction to 
the feelings, tlioughts, and activities of our ancestors in 
the Middle Ages, had no feeling for “profit," and gave no 
regular accumulative impulse to the production of wealth. 
'I'he niental and moral equipment of the mt?’Qprcmur^ 
lequired for the conduct of modern capitalist industry, 
demands a speci.al valuation and cmtlook upon life, possible 
to very few even in the more developed industrial cities of the 
fourteenth and fifteenth ccntniies* Not until the eighteenth 
century was lii.s character sufficiently evolved to enable him 
to take full advantage of the new industrial conditions;^ not 
until that period did there arise in all advanced industrial 
countries large niiiuhers of men w’ho set themselves to arl- 
»iini.stcr cominerrial and nianufacluring businesses on a basis 
i>r large capital, and to employ large i’nas‘ies of labour for 
im»fif, 

I r, 'i’his brief statement of the main conditions essential 
to inodern capitalism enables us to understand Englantl’s 
priority in the adoption of new industrial methods, and the 
retardation of the Industrial Rcvoliiliun upon the Continent 
of Europe and in America; for most of the t'onditions we 
have namud were belter fulfilled for (Jreat Ilritain than for 
any olIht nation by the niMilleof the eighteenth eeiilury. 

At that time (heat IJritain wa.s indeed second to Holland 
in the existing development of industrial and eouiniercial 
rciiource-s. Adam iimitli accounted Holland, ^‘in proportion 
to lh(5 extent of the land and the number of its inhabitants, 
by far the ridie.st country in Euro]ie,’^ anil lie ascribed to 
her “the greatest sliare of the carrying trade of lilurope*”'-* 

* lluuie, vul. \u p. 57, gives a im.'jp.e of (Iil* new 

-‘Mf tin* eitipU/ymcui you give hitu lie lucrative, 
y.s}iccijilly if the pintii he altaehvil to every particuViir exerlion i>f 
lUiUi.stiy, he h.is so ufleii in Ids eye, that he ncqulrcs hy 

dt*gtcesii lur it, uiul knows no suvli ph^asurc as tlial of souing 

the daily tneie;L>e of his fotlune. Ami that is the rvasoti why trade 
iticieases frugality, and why, atuotig merchants, there is the same over- 
plus of misers ever piodigafs as among the jjubsesburs of land iLcre is the 
contiiaty." 

^ maithoJNiUims, Bock IL, chap, v, 
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Her command of capital was attested by the low rate of 
interest for public and private borrowing, and her wage- 
level was said to be higher than in England.^ But Great 
Britain, larger in land and population, and already gaining 
upon Holland in the possession of capital, the control of 
colonies and of the carrying trade, was in other respects 
best fitted for industrial development upon new lines. The 
absolute amount of capital and of labour available for new 
industrial enterprise in England was greater than elsewhere. 
The rise of land-values alike in country and in town, the 
profits from colonial trade, the beginnings of large busi- 
nesses at home in banking, brewing, mining, and the woollen 
trade, etc., afforded larger accumulated funds than were to 
be found elsewhere. The great capacity of growth exhibited 
by the working-class population of Great Britain was assisted 
by freer immigration from Ireland and the Continent, while 
the earlier and more complete reforms of the agricultural 
system drove larger numbers into the new industrial centres. 
This larger supply of capital and labour available for new 
industries coincided with a great development of the in- 
dustrial arts, which indeed they served to stimulate, and the 
discovery of rich deposits of coal and iron in various parts 
of the country furnished a solid material basis for the new 
machine economy. 

Finally, the minds of British business men wcie directed 
more sharply and continuously to the cultivation of business 
methods in the organisation of capital and labour and the 
development of markets, and the opportunity of taking a 
profitable part in this enterprise was open to a larger pro- 
portion of the population than was the case elsewhere. 

* Wmlth 0 f Nations ^ Book L, chap. ix. 
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THE INSTRUMENTS OF CAPITALISM. 

§ I. i^cimtific invcniions and economic direction, 
ij 2. 2 'he meaning of the term Capital, 

S 3' J^lace of Machinery in Capitalism, 

8 4. The financial aspect of Capitalism, 

§ I. While the conditions laid down in our introductory 
diaplor offer a variety of approaches to the study of 
capitalism, the efficient causation of the evolutionary pro- 
cess may be found in the application of scicntilic inventions 
to the industrial arts, and in the new art of economic direc- 
tion as expressed in the methods of the modern entrepreneur. 
From these two standpoints we may most profitably study 
the evolution of the structure and functions of capitalist 
business. Following the history of the application of new 
scicMilific methods, we shall be kept in doso touch with the 
diango'S of productive processes whidi give increased im- 
poitance to ‘‘fixed” capital in the form of machinery 
and power, involving radical changes in the use of 
labour-power and indirectly in the structure of markets and 
the life of industrial communities. Following the other 
route, our studjf of the dianging rationale of business enter- 
prise will yield its primary results in a fuller understanding 
of the shifting relations between the persons whose intclli- 
gences and voluntary efforts contribute— as employers, 
capitalists,^ labourers to the several profX‘s.ses of production, 
and of the capitalist business regaided as an organic co- 
operation of humanly ordered activities. The latter study 
would also keep us in closer contact with the financial or 
account-keeping side of business, that exact register of 


' Including landowners. 
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buying and selling in which all economic processes mirror 
and record themselves in terms of quantity. 

The close relation between what, without serious mis- 
understanding, may be called the objective and the sub- 
jective aspects of the industrial order is obvious. A 
complete study of modern capitalism will be continually 
engaged in passing from one aspect to the other, and dwell- 
ing upon the constant interaction between the concretts 
industrial changes and the changes of mental direction and 
disposition which are involved. A new invention of ma- 
chinery or a new application of chemistry, displacing a 
domestic system of simple tool labour by a factory .system, 
alters not only the mode of production but the direction 
of producing power: the quantities, qualities, and the com- 
position of the human efforts involved in the industry arc 
changed. 

Every simplification of the study of this complex inter- 
action involves some sacrifice of accuracy, but in every 
elementary treatise some such sacrifice is ref|uircd. It is 
here proposed to pursue as our main line of inquiry the 
concrete development of capitalism as expressed in th(5 
growing part taken by the material forms of capital in 
the operations of modern business, contenting ouisclvtis 
with a more general consideration of the subjective aspects 
of business enterprise as ailcctud by capitali.st control. 

§ 2 , Writers upon Political Economy have brought much 
metaphysical acumen to bear upon definitions of Capital, ami 
have reached very widely divergent conclusions as to wliat 
the term ought to mean, ignoring the clear and fairly con- 
sistent meaning the term actually possesses in the business 
world around them. The business world has indeed two 
views of Capital, but they are consistent with one another. 
Abstractly, money or the control of money, sometime.s called 
credit, is Capital. Concretely, capital consists of all forms 
of marketable matter which embody labour. Land or 
nature is excluded except for improvements: human powers 
are excluded as not being matter: commodities in the hands 
of consumers are excluded because they are no lr)nger 
marketable. Thus the actual concrete forms of capital are 
the raw materials of production, including the finished stage 
of shop goods j and the plant and implements used in the 
several processes of industrj^, including the monetary iiuple- 
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ments of exchange. Concrete business capital is composed 
of these and of nothing but these.i In taking modern in- 
dustrial phenomena as the subject of scientific inquiry it is 
better to accept such terminology as is generally and con- 
sistently received by business men, than either to invent 
new terms or to give a private significance to some accepted 
term which shall be different from that given by other 
scientific students j and, if we may judge from past experience, 
probably inferior in logical exactitude to the current meaning 
ill the business world. 

§ 3. The chief mateiial factor in the evolution of Capital- 
ism is machinery. The growing quantity and complexity of 
machinery applied to purposes of manufacture and convey- 
ance, and to the extractive industries, is the great special 
fact in the narrative of the expansion of modern industry. 

It is therefore to the development and influence of 
machinery upon industry that we shall chiefly direct our 
attention, adopting the following method of study. It is 
first essential to obtain a clear undei standing of the structure 
of industry or *‘the industrial organism^^ as a whole, and of 
its constituent parts, before the new industrial forces had 
begun to operate. We must then seek to ascertain the laws 
of the development and application of the new forces to the 
different departments of industry and the different parts of 
the industrial world, examining in certain typical machine 
industries the order and pace of the application of the new 
machinery and motor to the several processes. Turning 
our attention again to the industrial organism, we shall 
Strive to ascertain the chief changes that have been brought 
about in the size and structural character of industry, in the 
relations of the several parts of the industrial worl4 of the 
several trades which constitute industry, of the processes 
within these trades, of the businesses or units which com- 
prise a trade or a market, and of the units of capital and 
labour comprising a business. It will then remain to under- 
take closer studies of certain important special outcomes of 

^ Pforcssov Marshall regards this restricted use of capital as ‘‘niis- 
leadijag,” rightly uiging that ** there are many other things which truly 
perrorta the services commonly attributed to capital ” (Ptincipks^ Bk, 
II., Ghap* iv.). But if we enlarge our definition so as to include all 
ihm “ other things” wc shall be driven to a political economy which 
shall widely transcend Industry as wc now understand the term, and 
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machinery and factory production. These studies will fall 
into three classes, (i) The influences of machine-produc- 
tion upon the size of the units of capital, the intensifleation 
and limitation of competition, the natural formation of 
Trusts and other forms of economic monopoly of capital; 
trade depressions and grave industrial disorders due to dis- 
crepancies between individual and social interests in the 
working of modern methods of production, (a) Effects of 
machinery upon labour, the quantity and regularity of 
employment, the character and remuneration of work. (3) 
Effects upon the industrial classes in the capacity of con- 
sumers, the growth of the large industrial town and its 
influences upon the physical, intellectual, moral life of the 
community. Lastly, an attempt will be made to summarise 
the net influences of modern capitalist production in their 
relation to other social progressive forces, and to indicate 
the relations between these which seem most conducive to 
the welfare of a community measured by generally accepted 
standards of character or happiness. 

§ 4. Since every industrial act in a modern community 
has its monetary counterpart, and its importance is com- 
monly estimated in terms of money, it will be evident that 
the growth of capitalism might be studied with great advan- 
tage in its monetary aspect. Corresponding to the changes 
in productive methods under mechanical machinery we 
should find the rapid growth of a complex monetary system 
reflecting in its international and national character, in its 
elaborate structure of credit, the leading characteristics 
which we find in modern productive and distributive in- 
dustry. The whole industrial movement might be regarded 
from the financial or monetary point of view. But though 
such a study would be capable of throwing a flood of light 
upon the movements of concrete industrial factors at many 
points, the intellectual difficulties involved in simultaneously 
following the double study, in constantly passing from the 

shall compichend the whole science and art of life so far as it is con- 
cerned wUh human effort and saiisfaction. If it is convenient and 
justifiahle to retain for certain purposes of study the restricted connota- 
tion of Iiidubtiy now in vogue, the confmeraent of Capital as above to 
Trade Capital is logically justified, ^ For a fuller treatment of the ques- 
tion of the use of the teim Capital in forming a terminology descriptive 
of the parts of Industry the reader is referred to Chapter VH. 
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more concrete to the more abstract contemplation of indus- 
trial phenomena, would tax the mental agility of students 
too severely, and would greatly diminish the chance of a 
substantially accurate understanding of either aspect of 
modern industry. We shall therefore in this study devote 
our attention chiefly to the concrete aspect of capitalism, 
describing in a single chapter the main outlines of the 
recent development of the financial mechanism and the 
place it occupies in the structure and working of modern 
capitalism. 
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CEIAPTER Til. 

THE STRUCTURE OF INDUSTRY BEFORE MACTIINERY. 

§ I. Dimensions of Inicrnational Commerce in ear/y 
teeniii Century. 

§ 2. Natural Barriers to I?iternational Trade. 

§ 3. Political^ Pseudo-ecofwmtc, and Economic Barriers - 
Protective Theory and Practice. 

§ 4. Nature of International Trade. 

§ 5. Size^ Structure^ Relations of the several Industries. 

§ 6. Slight Extent of Local Specialisation. 

§ 7. Nature and Conditions of Specialised Industry. 

§ B. Structure of the Market. 

S 9. Comhhied Agriculture and Manufacture. 

§ Relations between Processes in a Manufacture. 

§ II. Structure of the Domestic Bminess: Early Stages of 
Iransition. 

§ 12, Beginnings of Concentrated Industry and the Factory. 

§ 13. Limitations in Size and Application of Capital^ 
Merchant Capitalism. 

§ I. In order to get some clear understanding of the laws of 
the operation of the new industrial forces which prevail undi^r 
machine-production it is first essential to know rightly 
the structure and functional character of the industrial 
organism ” upon which they were destined to act 1 11 order U * 
build up a clear conception of industry it is possil>le to tak(t 
either of two modes of inquiry. 'leaking as the primary cell or 
unit that combination of labour and capital umler a .singlt; 
control for a single industrial purpose which is* termed a 
Business, we may examine the structure ami life of the 
Business, then proceed to discover how it .stamls nduted in 
other businesses so as to form a Market, and, finally, how the 
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several Markets are related locally, nationally, internationally 
s(* as to yield the complex structure of Industry as a whole. 
Or reversely, we may take Industry as a whole, the Indus- 
trial Organism as it exists at any given time, consider the 
nature and extent of the cohesion existing between its 
several parts, and, further, resolving these parts into their 
constituent elements, gain a close understanding of the 
extent to which clifTereiitiation of industrial functions has 
been carried in the several divisions. 

Although in any sociological inquiry these two methods 
are equally valid, or, more strictly speaking, are equally 
balanced in virtues and defects, the latter method is here 
to be preferred, because by the order of its descent from 
the whole to the constituent parts it brings out more 
definitely the slight cohesiveness and integration of industry 
beyond the national limits, and serves to emphasise those 
qualities of nationalism and narrow localism which mark 
the character of earlier eighteenth century industry. We are 
thus enabled better to njcognisc the nature and scope^ of 
the work wrought by the modern industrial forces which 
are the central object of study. 

While the Market or the Trade is less and less deter- 
mined or confined by national or other political boundaries 
in modern times, and nationalism is therefore a factor 
of diminishing importance in the^ modern science of 
economics, the paramount domination of politics over 
large commerce in the last century, acting in co-oper- 
ation with other racial and national forces, obliges any 
just analysis of eighteenth century industry to give 
clear and early emphasis to the slight character of the 
commercial interdependency among nations. The degree 
of importance which statesmen and economists attached to 
this foreign commerce as compared with home trade, and 
the large part it played in the discussion and determination 
of public conduct, have given it a prominence in written 
history far beyond its real value.^ 

It is true that through the Middle Ages a succession of 
ICuropcan nations rose to eminence by the development of 
navigation and international trade, Italy, Portugal, Spain, 
France, Holland, and England; but neither in size norm 

1 A. Smith, Wealth of Nations, Blc, iv., chap. i. 
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character was this trade of the first importance. Even in 
the case of those nations where it was most cluvclopf'd it 
formed a very small proportion of the total indusliy of the 
country, and it was chiefly confined to spicery, bullion, 
ornamental cloths, and other objects of art and luxury. 

It is important to recognise that in the first half of 
the eighteenth century international trade still largt'ly 
partook of this character. Not only did it btsar a fiir 
smaller proportion to the total industry of the several 
countries than does foreign trade to-clay, but it was still 
engaged to a comparatively small extent with the lranr>j)Oit 
of necessaries or prime conveniences of life. Each nation, 
as regards the more important constituents of its ronsiuiip- 
tion, its staple foods, articles of clothing, household furni- 
ture, and the chief implements of industry, was almost 
self-sufficing, producing little that it did not consumr, 
consuming little it did not produce. 

In 1712 the export trade of England is officially c.slimaUMl 
at ;^6,644 ,io3,i or considerably less than one-sixth of the 
home trade of that date as calculated by Smith in his 
Memoirs of Wool Such an estimate, however, gives an ex- 
aggerated impression of the relation of foreign to home trail**, 
because under the latter no account is taken of the largo 
domestic production of goods and services wlii('h figure in 
no statistics. A more instructive estimate is that which 
values the total consumption of the English people in 
1713 at forty-nine or fifty millions, out of which aliout 
four millions covers the consumption of foreign goods.® 
In 1740 imports amounted to 703,778, exjiorls to 
;£'8,ig7,788. In 1750 they had risen respectively to 
;^7>772,339 and ;^i2,699,o8i,« and ten years later 
to ;^9»S32 j8o 2 and Maepherson, whose 

Anna/s of Commerce are a mine of wealth upon the 
history of foreign commerce in the eighteenth century, 
after commenting upon the impossibility of obtaining a 

1 Macphm.son, Annals of Commerce^ vol, ii. p. 72S. 

^ ® Smith, Memoirs^ vol. ii., chap. iii. As llm apprcixiuiatc r.Tlcula- 
tion of a very competent lnisineii,s man lhe.se figures are mnr/- 
than the official figures of imports ami expoiUs, the value of which 
throughout the eighteenth century i.s sciiously unpaired by the fact that 
they continued to be estimated by the standard of values of 1694, 

® Whitworth's State quoted, Maepherson, vol. iii, p. 2S3, 
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just estimate of the value of home trade, alludes to a 
calculation which places it at thirty-two times the size of 
the export trade. Macphcrson contents himself with con- 
cluding that it is vast deal greater in value than the 

PROGRESS OF FOREIGN TRADE IN ENGLAND, 
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whole of the foreign tradc.’’^ 1 'Iutc is every reason to 
believe that in the case of Holland and France, the only 
two other European nations with a considerable foreign 
trade, (pamo general conclusion will apply. 

> AnnaiSf voL lii. ji. 34r), 

3 
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The smallness of the part which foreign trade played in 
industry signifies that in the earlier part of the eighteenth 
century the industrial organism as a whole must be regarded 
as a number of tolerably self-sufficing and therefore homo- 
geneous national forms attached to one another by bonds 
which are few and feeble. As yet there was little special- 
isation in national industry, and therefore little integration 
of national parts of the world-industry. 

§ 2. Since the breaking-down of international barrii'is and 
the strengthening of the industrial bonds of attachment 
between nations will be seen to be one of the most 
important effects of the development of machine-industry, 
some statement of the nature of these barriers and their 
effect upon the size and character of international trade 
is required. 

Though considerable advances had been made by 
England and Holland at the beginning of the eightnontii 
century in the improvement of harbours, the establishmunl 
of lighthouses, and the development of marine insurance, ^ 
navigation was still subject to considerable risks of the loss 
of life and of investments, while these “natural” dangers 
were increased by the prevalence of piracy. Voyages were 
slow and expensive, commerce between distant nations being 
necessarily confined to goods of a less perishable character 
which would .stand the voyage. Trade in fre.sh foods, 
which forms so large a part of modern comniereo, would 
have been impossible except along the coasts of adjoining 
nations. With these natural barriers to commerce may he 
reckoned the defective knowledge of the position, resources, 
and requirements of large parts of the earth which now fill 
an important place in commerce. The new world was but 
slightly opened up, nor could its known resources largc.Iy 
utilised before the development of more adequate machinery 
of transport We can scarcely realise the inconvenienc(;s, 
costs, and risks entailed by the more distant brandies of 
foreign trade at a time when the captain of a mcrdiant- 
ship still freighted his vessel at his own expense, and whtm 
each voyage was a separate speculation. Even in the early 
nineteenth century the manufacturer commonly shipped 
his surplus produce at his own risk, employing the merchant 

^ Annahy vol. iii. p. 340. Fc»r esiimales of import ancl export 
values between 1613 and 1832, sec Cunningham, Orowth of Rnvlish 
Industry^ p. 93T, Appendix l\ 
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upon commission, and in the trade with the Indies, China, 
or South America he had frequently to lie out of his money 
or his return freight of indigo, coffee, tea, etc,, for as long 
as eighteen months or two years, and to bear the expense 
of warehousing as well as the damage which time and tide 
inflicted on his goods. 

g 3. Next come a series of barriers, partly political, partly 
pseudo-economic, in which the antagonism of nations took 
shape, the formation of political and industrial theories 
which directed the commercial intercourse of nations into 
certain narrow and definite channels. 

Two economic doctrines, separate in the world of false 
ideas, though their joint application in the world of practice 
has led many to confuse them, exercised a dominant 
influence in diminishing the quantity, and determining the 
quality of international trade in the eighteenth century. 
These doctrines had reference respectively to the construc- 
tion and maintenance of home industries and the balance 
of trade. The former doctrine, which was not so much a 
consciously-evolved theory as a short-sighted, intellectual 
assumption driven by the urgent impulse of vested interests 
into practical effect, taught that, on the one hand, import 
trade should be restricted to commodities which were not 
and could not with advantage be produced at home, and to 
the provision of cheap materials for existing manufactures; 
while export trade, on the other hand, should be generally 
encouraged by a system of bounties and drawbacks. This 
doctrine was first rigidly applied by the French minister, 
Colbert, but the policy of France was faithfully copied by 
England and other commercial nations and ranked as an 
orthodox theory of international trade. 

The Balance of Trade doctrine estimated the worth of a 
nation^s intercourse with another by the excess of the 
export over the import trade, which brought a quantity of 
bullion into the exporting country. This theory was also 
widely spread, though obviously its general application 
would have been destructive of all international commerce. 
The more liberal interpretation of the doctrine was satisfied 
with a favourable balance of the aggregate export over the 
aggregate import trade of the country, but the stricter 
interpretation, generally dominant in practice, required that 
in the case of each particular nation the balance should be 
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favourable. In regarding England’s commerce with a 
foreign nation, any excess in import values over export was 
spoken of as “a loss to England.” England deliberately 
cut off all trade with France during the period 1702 to 
1763 by a system of prohibitive tariffs urged by a double 
dread lest the balance should be against us, and lest French 
textile goods might successfully compete with English 
goods in the home markets. On the other hand, we 
cultivated trade with Portugal because “ we gain a greater 
balance from Portugal than from any other country what- 
ever.” The practical policy prevalent in T713 is thus 
summarised by one of its enthusiastic upholders — “We 
suffer the goods and merchandises of Holland, Germany, 
Portugal, and Italy to be imported and consumed among us ; 
and it is well we do, for we expect a much greater value of 
our own to those countries than we take from them, Ho 
that the consumption of those nations pays much greater 
sums to the rents of our lands and the labour of our people 
than ours does to theirs. But we keep out as much as 
possible the goods and merchandises of France, because our 
consumption of theirs would very much hinder the con- 
sumption of our own, and abate a great jiart of forty-two 
millions which it now pays to the rent.5 of our lands and 
the labour of our people.”^ Thus our policy was to confine 
our import trade to foreign luxuries and raw materials of 
manufacture which could not be here produced, drawn 
exclusively from countries where such trade would not turn 
the balance against us, and, on the other hand, to force our 
export trade on any country that would receive it. Since 
every European nation was largely influenced by similar 
ideas and motives, and enforced upon their colonies and 
dependencies a like line of conduct, many mutually profit- 
able exchanges were prevented, and commerce was confined 
to certain narrow and artificial grooves, while the national 
industrial energy was wasted in the production of many 
things at home which could have been more cheaply 
obtained from foreign countries through exchange. 

The following example may suffice to illustrate the in- 
tricacy of the legislation pa.sscd in pursuance of this policy. 
It describes a change of detailed policy in support and 
regulation of textile trade : — 

^ Smith, Memoirs of Wool^ vol ii. p. 113. 
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“ A tax was laid on foreign linens in order to provide a 
fund for raising hemp and flax at homej while bounties 
were given on these necessary articles from our colonies, 
the bounty on the exportation of hemp was withdrawn. 
The imposts on foreign linen yarn were withdrawn. 
Bounties were given on British linen cloth exported; while 
the making of cambricks was promoted, partly by pro- 
hibiting the foreign and partly by giving fresh incentives, 
though without success, to the manufacture of cambricks 
within our island. Indigo, cochineal, and logwood, the 
necessaries of dyes, were allowed to be freely imported.’^ ^ 

The encouragement of English shipping (partly for com- 
mercial, partly for political reasons) took elaborate shape in 
the Navigation Acts, designed to secure for English vessels 
a monopoly of the carrying trade between England and all 
other countries which sent goods to English or to colonial 
shores. This policy was supported by a network of minor 
measures giving bounties to our colonies for the exportation 
of shipping materials, pitch, tar, hemp, turpentine, masts, 
and spars, and giving bounties at home for the construction 
of defensible ships. This Navigation policy gave a strong 
foundational support to the whole protective policy. Prob- 
ably the actuating motives of this policy were more 
political than industrial. Holland, the first to apply this 
method systematically, had immensely strengthened her 
maritime power, France, though less successfully, had 
followed in her wake. Doubtless there were many clear- 
thinking Englishmen who, though aware of the damage 
done to commerce by our restrictive regulations about 
shipping, held that the maintenance of a powerful navy 
for the defence of the kingdom and its foreign possessions 
was an advantage which outweighed the damage.® 

The selfish and short-sighted policy of this protective 
system found its culminating point in the treatment of 
Ireland and the American plantations. The former was 
forbidden all manufacture which might either directly or 
indirectly compete with English industry, and was com- 
pelled to deal exclusively with England; the American 
colonies were forbidden to weave cloth, to make hats, or to 

* Chalmers, Esivnafest p. 14S. 

» Cf. Ctmningham, Growth of English Industry^ vol. ii. p. 292. 
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forge a bolt, and were compelled to lake all the manii' 
factored goods required for their consumption from EnglancL 

The freedom and expansion of international commcicc 
was further hampered by the polu'y of assigning monopolies 
of colonial and foreign trade to close Chaitcred Companies. 
This policy, however, defensible as an encouragement of 
early mercantile adventure, was carried lar beyond these 
legitimate limits in the eighteenth century. In England 
the East Indian was the most powerful and successful of 
these companies, but the assignment of the trade with 
Turkey, Russia, and other countries to chartered companies 
was a distinct hindrance to the development of foreign 
trade. 

Our foreign trade at that period iniglit indeed be classed 
or graded in accordance with the degree of encouragement 
or discouragement offered by the State. 

Imports would fall into’ four classes. 

1. Imports forbidden either («) by legislative pro- 

hibition, or (b) by prohibitive taxation* 

2. Imports admitted but taxed. 

3. Free imports. 

4. Imports encouraged by bounties. 

Exports might be graded in similar fashion. 

1. Prohibited exports sheep and wool, raw 

hides, tanned leather, woollen yarn, textile im- 
plements,^ certain forms of skilled labour). 

2. Exports upon which duties are levied 

coals 3 ). 

3. Free exports. 

4. Exports encouraged by bounties, or by draw^ 

backs. 

The unnatural and injurious character of most of this 
legislation is best proved by the notable inability to 
effectively enforce its application. The chartered com- 
panies were continually complaining of the infringement of 
their monopolies by private adventurers, and more than one 
of them failed through inability to crush out this illegal 
competition. A striking condcninatiun of our policy to- 

* Smith, Wealth of Natiom, Bk. iv., chap. viii. * Jbid^ 
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wards France consisted in the growth of an enormous 
illicit trade which, in spite of the difficulties which beset it, 
made a considerable part of our aggregate foreign trade 
during the whole of the century. The lack of any clear 
perception of the mutuality of advantage in foreign and 
colonial trade was the root fallacy which underlay these 
restrictions. Piofcssor Cunningham rightly says of the 
colonial policy of England, that it “ implied that each dis- 
tinct member siiould sticngthen the liead, and not at all 
that these members should mutually strengthen each 
other,” ^ 

So, as wc tried to get the better of our colonics, still more 
rigorously did we apply the same methods to foreign 
countries, regarding each gain \vhich accrued to us as an 
advantage which would have wholly gone to the foreigner if 
we had not by firmness and enterprise secured it for our- 
selves, 

'rim slight extent of foieign intercourse was, however, 
paitly due to cau.ses which are to be regarded as genuinely 
economic, life and experience of the great mass of the 
population of all countries was extremely restricted; they 
were a scutLered and lural folk whose wants and tastes were 
simple, few, home-bred, and customary. The customary 
standard of consumption, slowly built up in conformity with 
local production, gave little encouragement to foreign trade. 
Moreover, to meet the new tastes and the more varied con- 
sumption which gradually found its way over this country, 
it was in conrormity with the economic theory and practice 
of the day to prefer the establishment of new home in- 
dustries, equippiid if necessary with imported foreign labour, 
to the imi)ortation of the prrxlucLs of such labour from 
abroiul So fur as iCnglantl, in particular, is concerned, the 
attitude was fuvijured by the political and religious oppres- 
sion of tlie French government which supplied England in 
the earlier eighteenth century with a constant flow of skilled 
artisan labour. Many Unglislx manufacturers profited by 
this flow. Our te.xtile intlii.stries in silk, wool, and linen, 
calico printing, glass, paper, and pottery are specially be- 
holden to the new arts thus introduced. 

Among the economic barriers mubt be reckoned the 


’ GnWh QfE$t^lhh Industry^ vwl. ii, p. 303, 
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slight development of intornationul credit, nntl «<r the 
machinery of exchange, 

§ 4. These barriers, natural, political, social, (.*<■< uioiair, 
against free internatiuiial Inten^oursc, thiow iniptntant light 
upon the general structure of world -industry in tlic eigh- 
teenth century. 

In this application they deteiminod and strictly limited not 
only the quantity but the nature of the international trade. 
The export trade of England, for example, in i7,!;o was 
practically confined to woollen goocln ainl othor textile 
materials, a small quantity of leather, iron, lead, silvt'r, and 
gold plate, and a certain number of reexpoUcil foreign 
products, such as tobacco and Indian Ctilicoes. I'he iniinut 
trade consisted of wine and spirits, foreign foo<l.s, ,suc:h as 
rice, sugar, coffee, oil, furs, and some quantity of foreign 
wool, hemp, silk, and linen-yarn, as material for our spiicially 
favoured manufactures. Having regard to the pro{»orU(,»n 
of the several commodities, it would not be much exaggera- 
tion to summarise our foreign trade by saying that we sent 
out woollen goods and received foreign foods, Tluj.s<j 
formed the great bulk of our foreign tradc.^ Excepting tin*, 
woollen goods and a small trade in metals, leather 5s the 
only manufactured article wliich figured to any apprc*:iablc 
extent in our export of 1730. At that time it iij dear that 
in the main English manufacture, a.s well as ICnglisli agri- 
culture, was for the supply of English wants. 'The same was 
true of other industrial countries. Holland and France, 
who divided with England the shipping supremacy, had a 
foreign trade which, though then deemed considerable, bore 
no greater proportion to the total industry of these countries 
than in the case of England. Germany, Italy, Russia, 
Spain, and even Portugal were almost wholly self-sustained. 

Regarding, then, the known and related world of that time 
in the light of an industrial organism, we must consider it as 
one in which the processes of integration and of diffiTeiUia- 
tion of parts has advanced but a little way, consisting as 
yet of a number of homogeneous and incoherent national 
cells. 

This homogeneity is of course qualified by diffr ii‘iu:cs in 
IiroducUon and consumption due to climate, natural pro- 

* Maepherion, Annals, vyl. iii, pp. 155, 
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durts, national uhaructor and institutions, and the develop- 
ment of ni JuHtrial arts in the several nations. 

§5- This consideration of the approximate homogeneity 
of the national units of world-industry gives a higher 
seientiOc value to the analysis of a single typical indus- 
trial nation such as England than would be the case in 
modern times, when the work of differentiation of industrial 
functions among the several nations has advanced much 
fiiUlier. 

Taking, theiiir>re, the national industry of England as the 
special subject of analysis, we may s«x^k to obtain a clear 
cf>ncej)tion of the size, structure, and connections of the 
several branches of industry, paying special regard to the 
manufactures uiion which the new industrial forces W'ere 
chiefly to oi»eratti. 

It is not possible to form a very accurate estimate 
of the relative im[)orlanec of the different industries as 
measurofl cither by the nujiiey value of their products, 
or by the ainnunt of labour engaged in producing them. 
Kighteenlli tieniury stati-stics, as we saw, furnished no 
close <‘j>tiiuatL* of the total income of the nation or of 
the value of home industries. Since no direct census 
of the linglish population was taken before 1805, the 
numbers were never exactly known, and eighteenth century 
economists spent much time and ingenuity in trying to 
ascertain the growth of population by calculations based 
upon the number of occupied housei;, or by generalising 
from sleiuler and unreliable hx^al statistics, without in the 
end arriving at any close agreement. Still less reliable will 
be the estimalei; of the relative size and impoitance of the 
different industries. 

Two such attempts, however, onij slightly prior to the 
special ])erjt^d we arc investigating, and one a little later, 
may hti taken as general indications of the comparative im- 
portance of the great divisions of industry, agriculture, 
manufacture, dislributlon or commerce. 

The first is that of (Gregory King in the year 16S8. 
King’s calculatioti, however, can only be regarded as roughly 
approximate. 'J’he (juantity of combined agriculture and 
manufacture, anti the amount of domestic industry for 
domestic consumption, renders the manufacturing figures, 
however carefully they might have been collected, very 
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deceptive. The same criticism, though to a less degree, 
applies to the estimate of Arthur Young foi 1765. 



If to Young’s estimate of the population dependent 
upon agriculture we add the class of landlords and their 
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diitict dependents and a proper proportion of the non- 
industrious poor, who, though not to be so classed in a 
direct ineasurcmciit of occupations, are supported out of 
the produce of agriculture, we shall see that in 1769 we are 
justified in believing that agriculture vras in its productive- 
ness almost equivalent to the whole of manufactures and 
commerce. 

In turning to the several branches of manufacture, the 
abnonnal development of one of them, viz. the woollen, 
ff>r purposes of foreign trade, maiks the first and only con 
sideralile specialisation of English industry before the advent 
of steam machinery. With the single exception of woollen 
goods almost the whole of English manufactures were for 
h<jrne consumption. At the opening of the eighteenth 
century, and even as laic as 1770, no other single manu- 
facture played any comparable part in the composition of 
our export trade. 

According to Chalmers,^ in the period 1699-1701, the 
annual value of woollen exports was over two and a half 
million pounds, or about two-fifths of the total export trade, 
while in 1769-71 it still amounted to nearly one-third of 
the whole, giving entire or partial employment to no fewer 
than ** a million and a half of people,” or half of the total 
number assigned by Young to manufacture. 

Next to the woollen, but far behind in size and import- 
ance, came the iron trade. In 1720 England seems to 
have diwirlojicd her mining resouices so imperfectly as to 
be in the conJiLi<jn of importing from foreign countries 
20,000 out of the 30,000 tons required for her hardware 
nKinuliu:tiire.s.“ Almost all this iron was destined to home 
consumption with the exception of hardware forced upon 
the American colonies, who were forbidden to manufac- 
ture for tiiemselves. In 1720 it is calculated that mining 
and manufacture of iron and hardware employed 200,000 
per.sous,'* 

and bra.ss manufactures employed some 30,000 
per.suiuj in 1 720,* 

Kilk wa-s the only other highly developed and considcr- 

‘ I'haliuers, /£s/wtu/e^ ]». »oii. See, however, Baines, who gives a 
slmhtiy Muallur esluiuiU*, o/the Coiion Manufacture^ p. 112 . 

^ Miicphersoni, Annals, vol. ui. p. IX4* 

» Iditi., voU ill p. 73- * P* 73- 
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able manufacture* It had, however, to contend with 
Indian competition, introduced by the Ea*sL India Com- 
pany, and also with imported calicoes.^ In 1750 there 
were about 13,000 looms in Enj^land, the product of which 
was almost cntiiely used for iiome consumption. Cotton 
and linen were very small manufactures during the first 
half of the eighteenth century. At the beginning of the 
century the linen trade was chiefly in the hands of Russia 
and Germany, although it had taken root in Ireland as 
early as the close of Iho seventeenth century, and was 
worked to some extent in Lancashire, Leicestershire, and 
round Darlington in Yorkshiie, which districts supplied the 
linen-warp to the cotton weavers,® As for cotton, even in 
X760 not more than 40,000 persons were engaged in the 
manufacture, and in 1764 the cotton tixports were but one- 
twentieth of the value of the woollen exports,® The small 
value of the cuUoti trade and an anticipatory glance at its 
Iiorteutous after-growth is conveyed in the following 
figures 


;£379 i 24I 
x8iy 21 13,044,000 

1829-31 1 3(35 


Export Tntdo. 


;C22o,7S9 (Postletwaylc) 
I ‘5»74o»ooo{ 4) 


Tlui many other little uianufucitures which had sprung up, 
such as glass, paper, tin-plate, produced entirely for 
home consumption, and employed but a small n^ber of 
workers. 

6. If we turn from the consideration of the size of English 
industry and the several departments to the analysis of its 
structure and tiie relation to the several trades, we shall find 
the same signs of imiierfect organic development which we 
found in the world-industry, though not so strongly marked. 
Just as we found each country in the main selfsuracing, so wis 
find each district of linglaml (with a fitw significant excep- 
tions) engnged chiefly in producing fur its own consumption, 
Tliere was far less loc'al specialisation in industry than wc 

* Smith, Memdrson UW, vol, ii. pp, 10, 45, 

* Smith, /V«V4, vtjl. ii. p. aye; cj. ulso Cunningham, Qrmth of 
linglisk Industry^ vol. ii, 300. 

* Toynbee, Industrial p, 50. 

* Schul/.c-(Jacveniit/, i)fr p, 77, The eitimatM of the 

annual importation of rot ton wool during the eighteenth century, efi 
Cunningham, vol ii. p. ^>^4. 



MODERN CAPITALISM. 


45 


find to-day. The staple industries, tillage, stock-raising, 
and those connected with the supply of the common 
articles of clothing, furniture, fuel, and other necessaries 
were widespread over the whole country. 

Though far more advanced than foreign intercourse, the 
internal trade between more distant parts of England was 
extremely slight. Defective facilities of communication 
and transport were of course in large measure responsible 
for this. 

The physical obstructions to such freedom of commerce 
as now subsists were very considerable in the eighteenth 
century. The condition of the main roads in the country at 
the opening of the century was such as to make the carriage 
of goods long and expensive. Agricultural produce was 
almost entirely for local consumption, with the exception of 
cattle and poultry, which were driven on foot from the 
neighbouring counties into London and other large markets.^ 
In the winter, even round London, bad roads were a great 
obstacle to trade. The impossibility of driving cattle to 
London later than October often led to a monopoly of winter 
supply and high prices.® The growth of turnpike roads, 
which proceeded apace in the first half of the century, led 
to the laige substitution of carts for pack horses, but even 
these roads were found ” execrable by Arthur Young, and 
off the posting routes and the neighbourhood of London 
the communication was extremely difficult. _ “The great 
roads of England remained almost in this ancient condition 
even as late as 1732 and 1754, when the traveller seldom 
saw a turnpike for two hundred miles after leaving the 
vicinity of London.”® 

Rivers rather than roads were the highways of commerce, 
and many Acts were passed in the earlier eighteenth 
century for improving the navigability of rivers, as the Trent, 
Ouse, and Mersey, partly in order to facilitate internal 
trade and partly to enable towns like Leeds and Derby to 
engage directly in trade by sea,* and to connect adjoining 
towns such as Liverpool and Manchester. In 1755 the 
first daual was constructed, and in the latter part of the 
centuty, flip part played by canals in the development of the 


1 V 0 I. ii. p. 371- 

« /W., wU il p. 370- 


3 Chalmers, pp. 124, 125. 

* Defoe, Tourt vol. iii. p. 9, elc. 
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new factory system was considerable. But in spite of those 
efforts to improve methods of transport in the earlier 
eighteenth century, it is evident that the bulk of industry 
was engaged in providing articles for local consumption, 
and that the area of the market for most products was 
extremely narrow. 

The facile transport of both capital and labour, which is 
essential to highly specialised local industry, was rctanlL*<i 
not merely by lack of knowledge of the opportunities of 
remunerative investment, but also by legal restrictions which 
had the influence of checking the free application and 
migration of labour. The Statute of Apprentices by requir- 
ing a seven years* apprenticeship^ in many trades, and the 
Law of Settlement by impairing mobility of labour, are 
to be regarded as essentially protective measures calcu- 
lated to prevent that concentrated application of cajiiial and 
labour required for specialisation of industry. 

Within the nation we had for the most part a number of 
self-sufficing communities, or, in other words, there wns 
little specialisation of function in the several parts, an<l 
little integration in the national industry, With the single 
exception of Holland, whose admirable natural and artificial 
water communication seemed to give unity to its (joniinerce, 
the other countries of Europe, France, Germany, Italy, 
Spain, Russia, were still more disintegrated in their industry, 

§ 7. In regarding those districts of England in which 
strong indications of growing industrial specialisation 
showed themselves, it is important to observe the degree 
and character of that specialisation. 

We find various branches of the woollen, silk, coltmi, 
iron, hardware, and other manufactures allocated to c(*rtain 
districts. But if we compare this specialisation witli that 
which obtains lo-day we shall observe wide di/Tcnmces. 

In the first place, it was far less advanced. The wonllrn 
industry of England, though conveniently divided into three 
districts— one in the Eastern Counties, with Norwich, Col- 
che.ster, Sandwich, Cantcrbuiy, Maidstone, for jirincij)*!! 
centres; one in the West, with Taunton, Devizes, iiradfonl 
(in Wilts), Frome, Trowbridge, Stroud, and ICxeter; and 
the third, in the West Riding, is in reality distribtiltid ov<.‘r 

^ Smith, Wealth of JStatlon^^ vul, L, chap, x., pari 2. 
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almost the whole of England south of the Tliame^andjer 
a large part of Yoikshire, to say nothing of the widespread 

INDUSTRIAL ENGLAND IN 1 830. 
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easier access to large supplies of wool, the clothing manu- 
factures were more flourishing and gave more employment, 
but over all the southern and most of the northern counties 
some form of woollen manufacture was carried on. 

The only part of England which Defoe regarded as 
definitely specialised in manufacture is part of the West 
Riding, for though agriculture is cariicd on here to some 
extent, the chief manufacturing district is dependent upon 
surrounding districts for its main supply of food.^ 

Iron, the industry of next, though of far inferior import- 
ance, was of necessity less widely distributed. But in 1737 
the fifty-nine furnaces in use were distributed over no fewer 
than fifteen counties, Sussex, Gloucester, Shropshire, York- 
shire, and Northumberland taking the lead.® So too the 
industries engaged in manufacturing metal goods were far 
less concentrated than in the present day. Though Sheffield 
and Birmingham even in Defoe’s time were the great centres 
of the trade, of the total consumption of the country the 
greater part was made in small workshops scattered over the 
land. 

Nottingham and Leicester were beginning to specialise in 
cotton and woollen hosiery, but a good deal was made round 
London, and generally in the woollen counties of the south. 
Silk was more specialised owing to the importation of 
special skill and special machineiy to Spitalsfield, Slock[»f»rt, 
Derby, and a few other towns. In Coventry it was only the 
second trade in 1727.3 

The scattered crafts of the wheelwright, the smith, car- 
penter, turner, carried on many of the .subsidiary proaissi»s 
of building, manufacture of vehicles and furniture, which 
are now for the most part highly centrali.sed indu.slries. 

When we come presently to consider the stnictiirf; of the 
several industries we shall sec that even tho.se trades which 
are allocated to certain local area.s aie much le.ss concen- 
trated within these areas than is now the case. 

But though stress is here laid upon the imperfect (liffcrcn- 
tiation of localities in indastry, it is not to be supposed that 
the eighteenth century sliows England a .simple industrial 
community with no considerable specialisation. 

^ v<il. iii. p, S4, 

® iiht9ry 0f ih9 hiiu TmtU, 

® Defoe, vol. if, p. 323, 
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Three conditions of specialised industry are clearly 
discernible in the early eighteenth century — conditions 
which always are among the chief determinants. 

1. Physical afiiludes of soil—e.g,^ since timber was still 
used almost entirely for smelting, iron works are found 
where timber is plentiful or where river communication 
makes it easily procurable. So the more fertile meadows 
of Gloucester and Somerset led these districts to specialise 
in the finer branches of the woollen trade. A still more 
striking example is that of South Lancashire. By nature it 
was ill-suited for agriculture, and therefore its inhabitants 
employed themselves largely in the cotton and woollen 
trades. The numerous little streams which flowed from 
the hills to the neighbouring sea gave plenty of water- 
power, and thus made this district the home of the earlier 
mills and the cradle of machine-industry.^ The “grit” of 
the local grindstones secured the supremacy of Sheffield 
cutlery, while the heavy clay required for the “ seggars,” or 
boxes in which pottery is fired, helped to determine the 
specialisation of Staflbrdshire in this industry.*^ 

2. Facility of Market . — The country round London, 
Bristol, and other larger towns became more specialised 
than the less acccssiblo and more evenly populated parts, 
because the needs of a large town population compelled 
the specialisation in agriculture of much of the surrounding 
country; cottagers could more easily dispose of their manu- 
factures; improved roads and other facilities for convey- 
ance induced a specialisation imi)ossiblc in the purely rural 
parts. 

3. The NiUure of the Commodity . — ^\Vhen all modes of 
conveyance were slow the degree of specialisation depended 
largely upon the keeping quality of the goods. From this 
point of vitiw hardware anti textiles arc obviously more 
amenable to local specialisation than the more perishable 
forms of food Where conveyance is diflilcult and expensive 
a commodity bulky for its value i.s l<‘ss suitable for local 

* Sclml7.e-Gaevernil7, Per Orosshctrleh^ p. 52. 

* Cf. Marshall, PrineipteK^ p. 328, In the case of Slanbrdshirc, 
however, there existed an e.irly trade in wnorlen platters ilepcndenL 
on quality of timber and traditional skill. When the arts of poltcty 
came in, the new trade taken up in the same locality oust(‘d the old, 
though there was no particular local advantage in materials. 
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specialisation in production than ono containini; a hip,h 
value in small wcii^ht and hulk. So cloth is luoro suital)li.‘ 
for trade than coin;^ and coal, save whoio navi^'iation is 
possible, could not ho i>rolUahly taken any dir.tanrc/*® 

'J'he common cominoditiijs consuinod, as food, fuol, and 
shelter, were thus excluded from any consiilcrahlc iiuuauu 
of specialisatif)!! in their production. 

§ B. ^'urnin^^ from consideration of the attiihiiti’S id 
goods and of the means of transport which served to limit 
the chanictiir of internal trade and determine tlui si/e*. of 
the market, let us now regard the structure of the market, 
the central object in the mechanism of internal cominnei*, 
I’he market, not the industry, is thii true term wliich 
expresses the grou[) of oiganically related hujunessrs. 
How far did England present a national market? Ih»w 
far was the typical mnrk<*t a district or puiriy local 
one? 

'Hie one gn‘at national market town was London. It 
alone maybe said to have dmwn sii|>i)lies from the whoh* 
of England, and therts alone was it possible to pmehase at 
any season of the y<‘ar 4‘vt*ry kiml f^f pnaluee, ngiietilUual 
or mamifaotun^d, made an)\vlieo* in England oi impoitrd 
from al)i'oad. 'I’hii; Ilow to ami fnun llui gicat *"rntre of 
population was iju’e.ssant, ami <‘xtemhjd to tiw! Iiutbennost 
parks of the land. Ollier large towns, aueh ii:; hri.Mol, heeds, 
Norwich, mainiaimtd closi.* and constant relations with the 
neighbouring counties, hut cxcha»ig(*.<l tlieir product! lor 
the most part only indirectly with that of more distant paits 
of the country. 

'riie improving communication of the eighteenth rtmtury 
enabled the clothittrs and other leading manufacturers to 
distribut(j iiioni of their wares oven in the remotu.st part.s of 
the country, lint tliii value paid for their wares rcMched tius 
vendors by shiw and indirer.l chamujls of tiathi, passing fur 
the most ])nrt through the nuaropolts. 

hut while hoiulon was the one constaiU national 
mnikct-plaoe, nutiiauil trade was largely a.ssistrd by fairs 
held for s<jveral wiMsks eat:h year at Stourbihlge, WinchrsliT, 
and othi.T eonveiiitsit nmtres. At i\u\ most iinpfuiani 

* Smilli, Itnok IIL, rh.ip. iii. 

* WfstmtHi'Iaml oul iliil nut ciunpru* in tin* Neur^stk* niniiaS. ■ 
IVeaUk 0 / Nat ioHS^ JiuuU 1., ilKip, xi. p. 2. 



MODERN CAPITALISM. 


SI 

these the large niurchants and manufacturers met their 
riistninns, and business was transacted between distant 
l»aits of the country, including all kinds of wares, English 
and fuieign. 'i’hiis we had one constant and two or three 
intennitleiit avenues of free national trade. The great 
bulk of markets, however, were confined within far smaller 
areas. 

In the more highly developed and specialised textile 
trades ceitain regular market-places were established of 
wide local importance. The largest of these specialised 
dii.trict markets were at Leeds, Halifax, Norwich, and 
lixutcr. Here the chief local manufacturers of cloth, 
worsted, or crape met the merchants and factors and 
disiiosed of their wares to these distributing middle- 
men. 

It was, however, in the general market-places of the 
county town or smaller centres of population that the 
mass of tlie business of exchange was transacted. There 
the mass of the small workers in agriculture and manu- 
facture brought the product of their labour and sold it, 
buying what th<iy m*eclerl for consumption and for the 
juirsniince of thcjir craft. Only in considerable towns were 
Ihere to be found in the earliex eighteenth century any 
number of permniujiit .shops where all sorts of wares could 
he bought at any time. The weekly market in the market- 
town was the chief medium of commerce for the great mass 
of the population. 

Regarding the gen(.Tal structure of Industry we see that 
nf)t only art; international bonds slight and unessential, 
i)ut that within the nation the elements of national cohesion 
are fecbkj as r:ompared with those which subsist now. We 
have a number of .small local communities whose relations, 
though toltjrably strong with other communities in their 
imuutiliate neigl»honrhood, become greatly weakened by 
(listancc. For the most ]>art these .small communities are 
self-sufficing for work and life, producing most of their own 
ncc<*.ssaries, and only <lependent on (li.stant and unknown 
produfXTS for their comforts and luxuries. 

Trade is for the most part conducted on a small local basis 
with knr>wii regular cu.stomers; markets arc less fluctuating in 
fpiantitifS of supply and in prices than in modern days. 

Outside of agriculture the elements of speculation and 
fluctuation are almost entirely confined to foreign trade. 
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Capital and labour are fixed to a particular locality and a 
particular business.^ 

§ 9, Turning to the structure of the several industries we 
find that different employments arc not sharply separated 
from one another. In the first place, agriculture and manu- 
facture are not only carried on in the same locality but by 
the same people. This combined agriculture and manu- 
facture took several forms. 

The textile industries were largely combined with agri- 
culture. Where spinning was carried on in agricultural 
parts there was, for the most part, a division of labour 
within the family. The women and children spun while 
the men attended to their work in the fields.* Every 
woman and child above the age of five found full employ- 
ment in the spinning and weaving trades of Somerset and 
the West Riding.* 

This method prevailed more generally in the spinning 
than in the weaving trades, for before the introduction of the 
spinning-jenny the weaving trade was far more centralised 
than the otlier. For example, a large quantity of weaving 
was done in the town of Norwich while the earlier process 
was executed in the scattered cottages over a wide district 
But even these town workers were not specialised in manu- 
facture to the extent which prevails to-day. Large numbers 
of them had allotments in the country to which they gave 
their spare time, and many had pasture rights and kept 
their cattle on the common lands. This applied not merely 
to the textile but to other industries. At West Bromwich, 
a chief centre of the metal trade, agriculture was still carried 
on as a subsidiary pursuit by the metal workers.^ So too 
the cutlers of Sheffield living in the outskirts of the town 
had their plot of land and canied on agriculture to a small 
extent, a practice which has lasted almost up to the present 
day. The combined agriculture and manufacture often 

1 Adara Smith, wilting later in the century, oliserves with some 
exaggeration, “ A mcichant, it has been said veiy properly, is not 
necessarily the citizen of a partirulai crmntiy. It is in a great measure 
indifferent to hirn from what place he carries on liis trade, and a very 
trifling disgust will make him remove Ins capital, and together with it 
all the industry which it supports, from one country to another,”— 
Rook HI., chap. iv. 

® Defoe, vol. il p. 37. » vol ii. p. 17. 

* Annals of A^riculiitre, chap. iv. p. 157, 
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took Ihu form of a division of labour accoidiny to siiason. 
Whore the weaving was not concentrated in towns it 
furnished a winter occupation to many men who gave the 
bulk of their summer lime to agriculture. Generally speak- 
ing, we may take as fairly representative of the manu- 
facturing paits of England the picture which Defoe gave of 
the condition of affairs in the neighbourhood of Halifax. 
He found “the land divided into small enclosures fium two 
acres to six or seven acres each, seldom more ; every three 
or four pieces of land had a house belonging to it — one 
continued village, hardly a house standing out of speaking 
distance from another — at every house a tenter, and on 
almost every tenter a piece of cloth or kersie or shalloon — 
every clothier keeps a horse — so every one generally keeps 
a cow or two for his family.*'^ 

Not only were agriculture and many forms of maiiufacluie 
conjoined, but the division of labour and difTerentiation of 
processes within the several industries was not very far 
advanced, ^'he primitive tillage of the common-fields 
which still prevailed in the early eighteenth century, though 
the raj)id enclosure of commons was effecting a considerable, 
and from the wealth-producing point of view, a very 
salutary change, did not favour the specialisation of land 
for i>aslure or for some particular grain crops. Each little 
hamlet was engaged in providing crops of hay, wheat, barley, 
oats, beans, and had to fulfil the other purposes rerpiired by 
a self-subsisting ccmniiunity. This aiose jiartly from the 
necessity of the system of land tenuie, paitly from ignorance 
of how tu take advantage of special <iualilies and positions 
of soil,^ and partly fioiii the self-sulfirienry imijosed )jy 
diinculties of conveyance. As the century advanced, the 
(‘nebsure of commons, the increase of large farms, the 
application of new science and n<*w capital led to a rapid 
dilTerentiatioa in the use of land fur agricultural purposes, 
liut in the earlier pait of the century there was little 
.specialisation of land exo^pt in the West Kiding and round 
the cliicf centreu of the woollen tnuh*, and to a less extent 
in the portions of the counties round London whose position 
forced them to specialise for some particular market of the 
metropolis. 


* iJtifoQ, vul iii. pp, 78, 79. 
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§ lo. As the small agriculturist un a sclf-biifficing farm 
must perform many different processes, su the uiaimfacUirer 
was not narrowed down to a single process of manufacture. 
A large part of the ruder manufactures wei*e home produc- 
tions for home consumption, and the same hands tended 
the sheep which furnished the wool, and spun and wove the 
wool for family use. The smith was in a far fuller sense 
the maker of the horse-shoe or the nail or bolt than he is 
to-day; the wheelwright, the carpenter, and other handi- 
craftsmen performed a far larger number of different pro- 
cesses than they do now. Moreover, each household, in 
addition to its principal employments of agriculture and 
manufacture, carried on many minor productive occupations, 
such as baking, brewing, butter-making, dressmaking, wash- 
ing, which are now for the most part special and inde- 
pendent branches of employment. 

In the more highly-developed b^ant'hl^s of the textile 
and metal trades the division of proces.ses appears at first 
sight more sharply marked than to day. The carder, 
spinner, weaver, fuller in the cloth trade worked in the 
several processes of converting law wool into finished cloth, 
related to one another only by a series of middlemen whr) 
sujiplied them with the material refiuired fur their work and 
iccoived it back with the impress of their labcair attached, 
to hand it out once more lo uiidergfj tlui next process.^ 
But though modern machine-production will show us these 
various processes drawn togetlxer into clo.se local proximity, 
sometimes performed under the same roof and often making 
use of the same steam power, we shall find that a chief 
object and effect of this closer local co-ordination of the 
seveial processes is to define and narrow more precisely 
the labour of each worker and lo make the spinner and the 
weaver confine himself to the performance of a fractional 
part of the full process of spinning or weaving. Thus we 
find that English industry in the early eighteenth century is 
marked on the one hand by a luck of clear differentiation 
as regards industries, and on the <)\\v‘i liaiid by a lack of 
minute dilforentkilion of procefises within the industry. 

§ II. Upon the aica and stniclure of llie luaikel depends 
the size and character of the unit of Jiiduslry -the Business. 

' Of. liiunlL'y, IVool ami p. 417. 



MODERN CAriTALlSM. 5S 

*‘ Thus the handicraft or guild system is a ssociat ed wi th t hj^ 
town SS^/jTtlT^gmeinici'ur^^ 
ixatjonal jconojiiy^ and..the jacJLiii;:jt-Jay.sLuiU^wid^^ 
ccohbnijr^” ^ 

"Tn‘the study of the composition of capital, labour, and 
direcLiun in a business, the follo^\ing aie points of dominant 
importance : — 

frt. The owncisliip of the law iiiutciial. 

,, - /j. ,, „ 1 unis (and sources of noiv 

human power). 

[y. ,, workplace. 

(j. 'I’he labour-power. 

c. The woik of supeiinlendencc and iniinagenient. 
'rhe woik of marketing. 

In other words, in the npeialion uf an indusLiial ]5usiiie.ss, 
an employer organises and directs the appliciUion of labour- 
power working willi tools upon jaw materials in a workshop 
or factory, and sells the ])rodiicU Now all these six func- 
tions may be coinhined in a single peisou or family, or 
they may be divided in various w'ays among two or inany 
persons. The simplest form of manufaeUning business 
wimhl bo one in which an indiuiliial family, growing or 
buying the materials and tools, and working with the power 
of their own bodies in their own homi*, umler the diiec- 
tion of the head of the household, pioduee commodities, 
partly for their own consumiUion, partly for a small local 
matket. 

Omitting all consideration of the virtually self-sulllcing 
economy of the farmers and cottagers who, producing food, 
clothing, etc., for their own consumption, cannot rank as 
business-units for our piup()se.s, we find even in eighteenth- 
century England a large number of town and rural industries 
in which llic differentiation from the iirimitive type has only 
just begun. 

'riie simiilesl struclure of ‘Momestic’^ iiKinuriicture is that 
in which the fanncr-inanufacturer is found purchasing hi.s 

* Or^mhatmi inthe Hixhmth md Hi^vcnUxnth (Jmtuiits, 

Uuwin, p. lO. 
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own material; the law wool or flax if he is a spinner, the 
warp and \vcft if he is a \veavcr, woikin;^ with iiis 
family, produces yarn or cluth which liu sells hinisclf, either 
in the local market or to regular master-chjlhiers or 
merchants. The mixed cotlun wcavinf' limlo was in this 
condition in the earlier years of the ei;.\htceiUh century. 
‘■'The workshop of the weaver was a rural ct>tta^r, from 
which, when he was tired of scdentaiy labour, he could 
sally forth into his little garden, and with the spiule or the 
hoe tend its culinaiy productions. The rnt ton-wool which 
was to form his weft was picked clean by the fingers of his 
younger children, and was carded and sjain by the ehh‘r 
girls, assisted by his wife, and the yarn wai woven by 
himself, assisted by his sons.”^ 

lay. in.tluLtroublc and. 
unceilainty of marketing the proihij'bJ It W'a.s here llwil I lie 
nVcrtfhimv wlio represents the earlie.sl form (*f intUistiiiil 
capitalism, pres.scs in upon the self-employing artihiin- 
capitalist Taking from the nmall prodneer his product, 
paying him for it, and undertaking the tioiibli*, delay, 
and risk of finding consumers to purcliasi? it nt u 
piice which will yield him a pit^jil, the nifirhant iclirViM 
him of the fuiictiun which he is h ast comjirtciit lo 
form. 

From the habit of selling his pKuluct lo a sjiee„ihv'i 
middleman, it is a small step to receiving orders" trom 
the latter. lint where, as is usual, the raw material, or some 
of it, has lo be bought by the producer, the latter is i\\)i to 
find that this buying i.s almost as troublesome as .‘■clling, and 
so he is easily indurecl to receive his warp ami woof, or 
other materiiiks, from the same merchant who takes from 
him his product. 

So the ownership of the raw maLciial fifU'n pais s fit mi 
the “independent*' small workman into tin; hamls t^f the 
organising merchant or middh’inan, who, as oaily as the 
seventeenth century, in the clothing trade Is fimml ii.surping 
the title “manufacturer." 

This stage, where thew'oikmnn nreivi'S In's “oidcis” and 
his “iiialciials" from another, while iclaining the di.' poj.al 
of his labour-power and woiking willi Ins own tools in his 


^ Uru, IlUtoryefthe Coiion voJ. i. p. .{^4. 
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own home or workplace, pievailcd widely in the textile 
industries of rural England. 

The condition of the coUoii-trade in Lancashire about 
1750 illustrates most clearly the tiansltion from the inde- 
pendent weaver to the dependent weaver. So far as the 
linen warp of his fabric was concerned he had long been in 
the habit of receiving it fioin the larger “ manufacturer in 
IJolLon or in Manchester, but the cotton yarn he had 
hitherto supplied hini'aclf, using the yarn spun by his own 
family or purchased by himself in the neighbourhood. The 
difficulty of obtaining a steady, adequate supply, and the 
waste of time involved in trudging about in search of this 
necessary material, operated more strongly as the market 
for cotton goods expanded and the pressure of work made 
itself felt^ It was this pressure whicli wc shall see acting 
as^hief stimulus to the application of new inventions in 
flic spinning^ trade. In the interim, however, the habit 
grew of receiving not only linen warp but cotton weft from 
the merchant or middleman. Thus the ownoiship of the 
raw material entirely ]iah.sed out of the weaver's hands 
though he continued to ply hi.s domestic craft as for- 
merly,® This had grown into the normal condition of 
the trade by 1750, 'J'he stocking-trade illustrates one 
further encroachment of the capitalist system upon 
domestic industry. Jn this trade not only was the niaLerial 
given out by incrclunits, but the frames” u.sed fur 
weaving were likewise owned by them, and weie rented 
out to the woikcrs, who c\jntiiuied, however, to work in 
their own home.s. 

But this stage of buhiness organihaiiun, where the inulerial 
is provided and the product taken by an outsider, a mer- 
chant or other cusluiuer, is by no means confined to the 
country weaver. It h frequently to be traced as a stage in 
the decline of a town trade-guild. When, fur example, the 
processes of the cloth nuinuraclure heranie spcciahsud, the 
weaver, fuller, burellei, iinisher, and dyer becoming separate 
trained handicrafts, it happened soiaellines that one or oilier 
of these related crafts became strong enough to set up as 

^ Batess, liistoty sf the Coimty iWatim of Lamaskht^ vul, ii, 
r- 4*5* 

*•* Ure, History of Cotton klmiitacture^ veil, i, ji. uLc. 

* D't# Alkin, JUstoey oj ManchtiUt (quoLud Daincb, p. 40O). 
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employers of the others, and gave out woik for them lo do. 
So it seems that in the later thiiteenth century a luiiubci of 
the burellers in London gave out work to the wcaveis, 
while among the weavers themselves large inasLers sprang 
up, who gave out yarn to the poorer masters, and employed 
fullers and dyers. ^ 

When the raw matciial is given out to an artisan hy a 
merchant or another manufacturer there is a clear loss of 
independence, especially when this step is followed by the 
letting out of tools or machines. In London, as early as the 
thirteenth century, big mas ter- weavers seem to have hired 
out looms to small weavers.- Similarly in the stocking- 
trade, at a much later period, “frames” as well as material 
were let out by merchants to the workers, who continued Lo 
work in their own homes.'’* 

§ 12. Two further steps remained to be taken in tlie 
transition from the “domestic” to the “factory” system, the 
one relating to the ownership of “power,” the other Lo the 
workplace, (rr) The substitution of extia-liiunan power 
owned by the employer for the physical power of the 
worker; (i) the withdrawal of the workers from their 
homes, and the concentration of tlreiii in factories atrd 
workplaces owned by the capitalists. 

Although these steps were nut completely taken uiilil the 
age of steam had well set in, befoi’c the miildle ol I In! 
eighteenth century there were found examples of the fartory, 
complete in its essential character, side by side anil in 
actual competition with the earlier shapes of domestic 
industry. 

Capitalist ownership of extra-human industrial “power” 
was of course narrowly restricted before the age of steam. 
Water-power, horse-power, and to a much smaller extent, 
wind-power, were utili.sed. But the most important serviexs 
water rendered to industry prior to the great invenlionit 
were in facilitating the transport of good.s, and in certain 
subsidiary processes of manufacture siifh a.s dyeing. 
Though a considerable number of water inills existed eaily 
in the century, they played no lai’gt: pari in inanufaclnn.*. 
A natural force so .strictly confined in quantity and in local 
application, and subject to such great waste from the back- 

^ Unwin, [ip. 27, 215. “ //nV.t ]». 21/. 

® Cooke Tnylor, 7Vte Aledetn FaUoiy p. Oy. 
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ward condition of mechanical aits, was not able to serve to 
any ^leat oMent as a substitute for or aid to the muscular 
activity of man. 

But although the economy of mechanical power was not 
yet opeiative to any appreciable extent in concentrating 
labour, certain other notable economies of large-scale pro- 
duction were beginning to assert themselves in all the 
leading manufactures. Indeed so powerful are some of the 
economics of division of labour and co-opcration even in a 
primitive condition of the industrial arts, that I'^rofessor 
Ashley considers it not improbable that the great manu- 
factory might have become an important or even a dominant 
fcaluio of the woollen trade as early as the sixteenth century, 
if legislative enactments had not stood in the way.^ As it 
was, these earlier centralising forces, while they drove the 
workeis to work and live in closer and compactor masses, 
did not at first dispose them in factories to any great extent. 
They continued for the most part to wuik in their own 
houses, though for material and sometimes for the im- 
plements of their craft they were dependent upon some 
mercliant or laige master-manufacturer. This was the con- 
dition of industry in the neighbourhood of Leeds in 1725. 
“The houses are not scattered and dispersed as in the 
vicarage of Halifax, one by one, but in villages, and those 
houses thronged with jicople and the whole country in- 
fmitcly jjopulous.”^ In the moic highly-developed blanches 
of the cloth trade, however, where the best looms were a 
lelatively costly form of capital, the foundation of the 
fiLctuiy .system was clearly laid. In Norwich, Frome, 
'raunton, Devizes, Stourbridge, and other clothing centres, 
Defoe found the weaving industry highly concentrated, and 
rich employers owning considerable numbers of looms. 
Some of this work was put out by the master-manufacturers, 
but other work was done in large sheds or other premises 
owneil by the masli^r, I’liis large organised ** business,” half 
factory, half dome.stic, rontiiuiecl to prevail in the important 
West of England clothing iiulusUy up to the close of the 
eighteenth century. “The master clothier of the West of 
ICliglund buys his wool from the importer, if it be foreign, 
or in the fleece if it be of domestic growth ; after which, in 

^ Jiiommif Uhtory, vol ii. p. 237, 

^ Defou, vul, iii. p. 
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all the different processes through which it passes, he is 
under the necessity of employing as many distinct classes of 
persons; sometimes working in their own houses, some- 
times in that of the master clothier, but none of them going 
out of their proper line. Each class of workman, howuvci, 
acquires great skill in performing its particular operation, 
and hence may have arisen the acknowledged excellence, 
and, till of late, the superiority of the cloths of the West of 
England.” 1 

So again, in the cotton industry of Tiancasliire, the hold 
which the merchants had got over the weavers by supplying 
them with warp and weft led in some cases, before the 
middle of the century, to the establishment of small 
factories containing a score oi two of loon)s, in which hired 
men were employed to weave. A little later, though long 
before steam power, Arthur Young finds a factory at 
Darlington with over fifty looms, a factory at Boynton with 
150 workers, and a silk mill at Sheffield with 152 workerfi. 
In the more developed branches of the textile industry this 
transformation of business structure was tolerably coinjdete 
by the end of the eighteenth century. Improved means of 
communication were beginning to expand the area of the 
market, enlarged businesses enabled labour to be iirolilahly 
divided, and required a more effective control over Ihii 
workers than could be obtained over a scattered populati<)n 
of agricultural manufacturers. 

^ Thus by a series of economic changes the several func- 
tions of the independent craftsman have been taken from 
him, until he is left in possession of his labour-power 
alone, which he must sell to an employer who lurnidics 
materials, tools and machinery, workplace, and superintend- 
ence, and who owns and markets the production ol lii.s 
labour. From a free craftsman he has passed into a “ hired 

^nd.” ^ ' ' 

“Tn this growth of capitalistic structure tliere havr, of 
course, been various halting places, temporary or lasting. 
The small craftsman or other producer working in his <i\vn 
premises with his own tools and niachincry, soiueliim-i; with 
his own power, using his own labour i^r that of a few hired 
workers, has survived in many deparlmunls of iixhisliy. 

i Kcprtoftlu Commmion on iha iroo/Zcn iUamtJuUwo oj hn^land 
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From early times many sorts of craftsmen have received 
their “orders” and material directly from the consumer. 
In the country the weaver, miller, baker, cobbler, tailor, 
smith, were mostly engaged in working at materials supplied 
by customers. Even till quite recent clays in many parts of 
Germany and Switzerland cobblers, tailors, coopers, some- 
times saddlers, carpenters, wheelwrights, were a nomad folk, 
not only woiking on material supplied by others, but 
working in the houses of their customers. In mediaeval 
limes it was chiefly where some sort of fixed plant or 
machinery were required, such as mills, ovens, forges, 
looms, that customci.s gave out the material to be made up 
in the workplace of the artisan.^ 

Even in the most advanced countries, where tools or 
machines are easily capable of transj^ort, the itinerant 
craftsman still survives — tinkers and coopers, and 
among women’s work that of the dressmaker and 
seamstress. In the less advanced European countries 
a great deal of work remains in this stage. “ In Eussia 
and the southern Slav countries there are hundreds 
of thousand.*? of wage-workers, belonging especially to the 
building and clothing trades, who lead a continuous 
migratory life, and who, on account of the great distances 
travelled, often remain away from home half a >car or 
more,”* 

While the receipt of raw materials and “orders” from 
merchants or other [)roducers has commonly been the first 
stage in the breakdown of an independ(jnt business, this 
is by no means universally the case. There are many 
instances where all tlio factors of an independent business 
survive except the ownership of the raw material. In the 
textile trades grunt capitalist businesses, engagtid in 
dyeing, bleaching, printing, etc., survive in this stage, 
while in shipping yards and in the metal and machine 
manufactures largo numbers of repairing trades stand on 
this footing. 

A further vari(ily is furnishwl in llio food and chink 
trades, Thu niallsti*r, brewer, miller was in ni(‘dijcval timt.^.s 
the owner of kilns, lirewing-bouse, or mill, to which the, 
custottlter not only brought his own materials, but whore lui 

* Cf. Bilehcr, InduUrtal Evolutim^ \u 63. 

* BUcher, p, 164. 
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peisonally superintended their manufacture, the owner of 
the plant and premises lookini* to the working of his 
machinery, and supplying the powei and other technical 
conditions of the process. 

§ 13. Regarding the Business as a combination of Labour 
and Capital, we perceive that one strongly distinctive charac- 
teristic of the pre-machinery age is the small proportion 
which capital bears to labour in the industrial unit. It is 
this fact that enabled the “domestic” worker to hold his 
own so long in so many industries as the owner of a sepa- 
rate business. So long as the mechanical arts are slightly 
developed and tools are -simple, the proportion of “fixed 
capital” to the business is small and falls within the means 
of the artisan who plies his craft in his home. So long as 
tools are simple, the processes of manufacture are slow, 
therefore the quantity of raw material and other “circulat- 
ing capital” is small and can also be owned by the worker. 
The growing divorcement in the ownership of capital and 
labour in the industrial unit will be found to be a direct 
and most important result of those improvements in 
mechanical aits which, by continually increasing the 
proportion of capital to labour in a business, planed 
capital more and more beyond the possession of those 
who supplied the labour power required to co-operate in 
production. 

In the middle of last century there were very few 
instances of a manufacturing business in which a large 
capital was engaged, or in which the capital stood to 
the labour in anything like modern proportion. It was 
indeed the merchant and not the manufacturer who 
represented the most advanced form of Capitalism in the 
eighteenth century. Long before Dr. Johnson's discovery 
that “an English merchant is a new species of gentleman,” 
Defoe had noted the rise of merchant-princes in the 
Western clothing trades, observing that “many of the great 
families who now pass for gentry in these counties have 
been originally raised from and built out of this truly noble 
manufacture.”^ These wealthy entreprmeurs were some- 
times spoken of as “ manufacturers,” though they had no 
claim either upon the old or the new signification of that 


* Tour^ vol ii. p, 35. 
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name. They neither wrought with their hands nor did 
they own machinery and supeivise the labour which worked 
with it. They were, as has been shown above, merchant- 
middlemen. The clothing trade being the most highly 
developed, evolved several species of middlemen, including 
under that term all collectors and distributors of the raw 
material or finished goods. 

(iar) One impoitant class of “factors” engaged themselves 
in buying wool from farmers and selling it to clothiers, 
and appear to have sometimes exercised an undue and 
tyrannous control over the latter by an unscrupulous 
manipulation of the credit system which was growing up 
in trade.i 

{if) The “clothiers” themselves must be regarded in 
largo measure as middleman-collectors, analogous in func- 
tion to the distributors, who still rank as one of the grades 
of middlemen in the cheap clothing trade of London 
to-day.^ 

(f) After the olotli was made three classes of middlemen 
were engaged in forwarding it to the retailer — (i) travel- 
ling merchants or wholc^sale dealers who attended the big 
fairs or the markets at Leeds, Halifax, lixeter, etc,, and 
made large purchases, conveying the goods on pack-liorses 
over the country to the retail trader j (2) middlemen who 
sold on commission through London factors and ware- 
housemen, who in their turn disposed of the goods to 
shopkeepers or to exporters; (3) merchants directly en- 
gaged in the export trade. 

With the exception of shipping and canal transport 
(which became important after tlie middle of the century) 
there were no considerable industries related to manu- 
facture where large capitals were laid down in fixed plant. 
ICveii the capital sunk in permanent improvements of 
land, which played so important a part in the development 
of agriculture, belonged chiefly to the latter years of the 
eighteenth century. Almost the only persons who wielded 
large cajiitals within the country were those merchants, 
dealers, or middlemen who.se capital at any given time 
consisted of a large stock of raw material or finished 

1 Kor an interesting accmint of the cunning devices of “ factors” see 
Sinilirs Afem0trso/ vol. ii. p, 31 1, clc. 

^ Cf. Buuth, Labour and Lift 0/ (ho PtopUf vol I p. 486, etc. 
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goods. Even the latter were considerably restnctL'd in the 
magnitude of their transactions by the imperfect develop- 
ment of the machinery of finance and the credit system. 
In 1750 there were not more than twelve bankers* shops out 
ofLondon.1 Until 1759 the Bank of England issued no 
notes of less value than ^20. 

Joint-ownership of capital and effective combination of 
the labour units in a business were only beginning to make 
progress. The Funded Debt, the Bank of England, the 
East India Company were the only examples of really 
large and safe investments at the opening of the eighteenth 
century. Joint-ownership of large capitals for business 
purposes made no great progress before the middle of the 
eighteenth century, except in the case of chartered com- 
panies for foreign trade, such as the East India Company, 
the Hudson’s Bay Company, the Turkish, Russian, East- 
land, and African companies. Insurance business became a 
favourite form of joint-stock speculation in the reign of 
George L The extraordinary burst of joint-stock enterpri.se 
culminating in the downfall of the South Sea Company 
shows clearly the narrow limitations for sound capitalist 
co-operation. Even foreign trade on joint-stock lines could 
only be maintained successfully on condition that the 
competition of private adventurers was precluded 

Joint-capital had yet made no inroad into manufacture, 
one of the earliest instances being a company formed in 
1764 with a capital of ;^ioo,odo for manufacturing fine 
cambrics.® 

The limits of co-operative capitalism at the opening of 
the period of Industrial Revolution are indicated by Adam 
Smith in a passage of striking significance; — **The only 
trades which it seems possible for a joint-stock company 
to carry on successfully, without an exclusive privihjge, are 
those of which all the operations are capable of being 
reduced to what is called a routine, or to such a uniformity 
of method as admits of little or no variation. Of this kind 
is, first, the banking trade; secondly, the trade of insurance 
from fire and from sea risk and capture in time of war; 
thirdly, the trade of making and maintaining a navigabli* 

^ Toynbee, Indmirial JReimlution, p. 55. 

* Cunningham, vol. u. p, 350. 
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cut or canal; and fourthly, the similar trade of bringing 
water for the supply of a great city.”i 

In other woids, the businesses amenable to joint-stock 
enterprise are those where skilled management can be 
reduced to a minimum, and where the scale of the business 
or the possession of a natural monopoly limits or prohibits 
competin' on from outside. 

^ Wealth of Nathns^ Bfc. V., chap, i., part 3. 
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CHAPTKR IV. 

THE OEDER OF DEVELOPMENT OF MACHINE INUUSTRV 

g I A Machine differentiated from a TooL 
§ 2 Machinery in Relation to the Character of Unman 
Labour. 

§ 3. Contributions of Machi 9 iery to Productive Powo. 

§ 4. Main Factors in Develofnmit of Machine hidustry 
§ 5. Importance of Cotton-trade in Machine Development 
§ 6. History refutes the Heroic Theory of Invention. 

§ 7. Application of Machinery to other Textile Work. 

§ 8. Reverse order of Development in Iron Trades, 

§ 9. Leading Determinants in the General Application oj 
Machinery and Steam-Motor, 

§ 10. Order of Development of inodern Industrial Methods 
in the several Countries — Natural^ Facial^ Political^ 
Economic. 

§ 1* It appears that in the earlier eighteenth century, while 
there existed examples of various types of industrial structure, 
the domestic system in its several phases may be regarded 
as the representative industrial form. The object of this 
chapter is to examine the nature of those changes in the 
mechanical arts which brought about the substitution of 
machine-industry conducted in factories or large workshops 
for the handicrafts conducted within the home or in small 
workshops, with the view of discovering the economic bear- 
ing of these changes. 

A full inductive treatment would perhaps require this 
inquiry to be prefaced by a full history of the inventions 
which in the several industries mark the rise of the factory 
system and the adoption of capitalist methods. This, how- 
ever, is beyond the scope of the present work, nor does it 
strictly belong to our scientific purpose, which is not to 
write the narrative of the industrial revolution, but to bring 
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such analysis to bear upon ihc records of industrial changes 
as shall enable us cleaily to discern the laws of those 
changes. 

The central position occupied by machinery as the chief 
material factor in the modern evolution of industry requires 
that a distinct answer should be given to the question, 
What IS machinery? 

In distinguishing a machine from a mere tool or handi- 
craft implement it is desirable to pay special attention to 
two pomts, complexity of stiuclure and the activity of man 
in relation to the machine. Modern machinery in its most 
developed shape consists, as Karl Marx points out, of three 
parts, which, though mechanically connected, are essentially 
distinct, the motor mechanism, the transmitting mechanism, 
and the tool or working machine. 

“Tho motor mechanism is that which puts the whole in 
motion. Tt either generates its own motive power, like 
the steam-engine, the caloric engine, the electro-magnetic 
machine, etc,, or it receives its impulse from some alreadj 
existing natural force, like the water-wheel from a head 
of water, the windmill from wind, etc. The transmitting 
mechanism, composed of fly-wheels, shafting, toothed wheels, 
pullies, straps, ropes, bands, pinions, and gearing of the 
most varied kind, regulates the motion, changes its form 
where necessary, as, for instance, from linear to circular, 
and divides and distributes it among the working machines. 
These two first parts of the whole mechanism are there 
solely for putting the working machines in motion, by 
means of which motion the subject of labour is seized upon 
and modified as desired.”^ 

Although the development of modern machinery is 
largely concerned with motor and transmitting mechanisms, 
it is to the working machine we must look in order to get 
a clear idea of the dilTercnces between machines and tools, 
A tool may be quite simple in form and action as a knife, 
a needle, a saw, a rolhir, a hammer, or it may embody 
more complex tliought in its construction, more variety 
in its movement, and call for the play of higher human 
skill. Such tools or implements are the hand-loom, the 
lathe, the poLlei’s-whecl. To these tools man stands 
in a double relation. He is handicraftsman in that 
he guides and directs them by his skill within ihe 

^ Kail Marx, Capital^ p. 367. 
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scope of activity to which they are designed. He also 
furnishes by his muscular activity the motive force with 
which the tool is worked. It is the former of these two 
relations which differentiates the tool from the machine. 
When the tool is removed from the direct and individual 
guidance of the handicraftsman and placed in a mechanism 
which governs its action by the prearranged motion of some 
other tool or mechanical implement, it ceases to be a tool 
and becomes part of a machine. The economic advantage 
of the early machines consisted chiefly in the economy of 
working in combined action a number of similar tools by 
the agency of a single motor. In the early machine the 
former tool takes its place as a central part, but its move- 
ments are no longer regulated by the human touch, ^ The 
more highly evolved modern machinery generally rcpre.sents 
an orderly sequence of processes by which mechanical 
unity is given to the labour once performed by a number 
of separate individuals, or groups of individuals with differ- 
ent sorts of tools. But the economy of the earlier machines 
was generally of a different character. For the most part 
it consisted not in the harmonious relation of a number 
of different processes, but rather in a multiplication of the 
same process raised sometimes to a higher size and speed 
by mechanical contrivances. So the chief economic value 
of the earlier machinery applied to spinning consisted in 
the fact that it enabled each spinner to work an increased 
number of spindles, performing with each the same simple 
process as that which he formerly performed with one. In 
other cases, however, the element of multiplication was not 
present, and the prime economy of the machine con.siste<l 
in the superior skill, regularity, pace, or economy of power 
obtained by substituting mechanical direction of the tool 
for close and constant human direction. In modern 
machinery the sewing-machine illustrates the latttjr, as 
the knife-cleaning machine illustrates the former. 

The machine is inherently a more complex struclure 
than the tool, because it must contain within itself the 
mechanical means for working a tool, or even for llic 
combined working of many tools, which formerly receiv<jd 
their direction from man. In using a tool man is the 
direct agent, in using a working machine the transmitting 

^ Marx points out how in many of the most highly cvt^lvcd inaclunc-s 
Ihe original tool .survives, illustrating lhi.s from the original itowcr- 
loora. {Capital f vol U. p. 368,) 
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mechanism is the direct agents so far as the character 
of the several acts of production is not stamped upon 
the form of the working machine itself. The man placed 
in charge of a machine determines whether it shall act, 
but only within very narrow limits how it shall act. The 
two characteristics here brought out in the machine, 
complexity of action and self-direction or automatic 
character, are in reality the objective and subjective 
expression of the same factor — namely, the changed rela- 
tion of man towards the work in which he co-operates. 

Some of the directing or mental effort, skill, art, thought, 
must be taken over, that is to say, some of the processes 
must be guided not directly by man but by other processes, 
in order to constitute a machine. A machine thus becomes 


a complex tool in which some of the processes are re- 
latively fixed, and are not the direct expression of human 
activity. A machinist who feeds a machine with material 
may be considered to have some control over the pace and 
character of the first process, but only indirectly over the 
later processes, which are regulated by fixed laws of their 
instruction that make them absolutely dependent on the 


uailier processes. A machine is in the nature of its work 
largely independent of the individual control of the 
“tender,*^ because it is in its construction the expression 
of the individual control and skill of the inventor. A 
machine, then, may be described as a complex tool with a 
fixed relation of processes performed by its parts. Even 
here we cannot profess to have reached a definition which 
enables us in all cases to nicely discriminate machine from 
tool. It is easy to admit that a spade is a tool and not a 
machine, but if a pair of scissors, a lever, or a crane are 
tools, and are considered as performing single simple 
processes, and not a number of 01 ganically relative processes, 
we may by a skilfully arranged gradation be led on to 
include the whole of machinery under tools. This diffi- 
cully is of course one which besets all work of definition. 

But while it is not easy by attention to complexity of 
stiucture always to distinguish a tool from a machine, 
noLhing is gained by making the differentia of a machine to 
consist in the use of steam or other non-human motor. 

A vast amount of modern machinery is of course directed 
not to combining tools or scries of productive processes 
upon which the productive skill of man is closely engaged, 
but to substituting other motois for the muscular power ol 



70 


THE EVOLUTION OF 


man. But though certain tools as well as certain forms of 
human effort are here replaced by machines, these tools are 
not commonly embodied in the machinery for generating 
and transmitting the new force, so that the mere considera- 
tion of the different part played by the worker in generating 
productive force does not assist us to distinguish a machine 
from a tool. A type-writer, a piano, which receive their 
impulse from the human muscles, must evidently be included 
among machines. It is indeed true that these, like others 
of the same order, are exceptional machines, not merely in 
that the motive power is derived more essentially from 
human muscles, but in tliat the raison d'etre of the mechanism 
has been to provide scope for human skill and not to dc.stroy 
it. But though it is true that a high degree of skill may be 
imparted to the first process of the working of a piano or type- 
writer, it is none the less true that the lool,*^ the implement 
which strikes the sound or makes the written mark, is not 
under immediate control of human touch. The skill is con- 
fined to an early process, and the mechanism as a whtfie must 
be classed under machinery. Nothing would indeed be 
gained in logical distinctness if we were to abandon our 
earlier differentia of the machine and confine that term to 
such mechanical appliances as derived their jiower from noti- 
human sources — the fact which commonly marks off modern 
from earlier forms of machine production. For wc should 
find that this substitution of non-human for human power 
was also a matter of degree, and that the most roniplcx 
steam-driven machinery of lo-day cannot entirely dispense 
with some directing impulse of human musrular activity, 
such as the shovelling of coal into a furnace, though the 
tendency is ever to reduce the human effort to a mininunn 
in the attainment of a given output 

This consideration of the difficultie.s attending exarjt 
definitions of machinery is not idle, for it leads to a clearer 
recognition of the nicely graded evolution whi<*h has 
changed the character cjf modern industry, not by a oata 
stiophic substitution of radically diffeient method.s, but by 
the continuous steady development of certain cjlemenls, 
common to all sorts of industrial activity, and a rorrcspoiul* 
ing continuous degcnciation of certain othrr elements. 

§ 2. The growth of machine-industry then may be ineasiured 
by the increa.sed number and complexity of the procesv.s 
related to one another in the mechanical unit or machine, 
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and by a corresponding shrinkage of the dependence of the 
pro<iiif:t upon the skill and volition of the human being 
who tends or co-operates with the machine. ^ Every product 
made by tool or machine is gml industrial product or com- 
modity the expression of the thought and will of man; 
but as machine-production becomes more highly devel- 
oped, more ami more of the thought and will of the 
inventor, h-ss and less of that of the immediate human 
agent or inuohine-tendcr is expressed in the product. 
Ihit it is i‘viileiitly not enough to say that the labour- 
savitig machine has merely sulistitiited the stored and con- 
centrated effort of the inventor for that labour of the 
handicraftsman which is saved. Tliis would be to ignore 
the saving of muscular power due to the substitution of 
forces of nature —water, steam, electricity, etc., for the 
painftil effort of man. It is the thought of the inventor, 
plus the nclitjn of various mechanical and other physical 
forces, which has saved the labour of man in the produc- 
tion of a commodity, Tho further question — how far this 
.saving of labour in resp<'Ct of a given commodity is com- 
jxmsated by the liKsnjased number of commodities to which 
lutman labour i.s applied — Is a consideration which belongs 
to a later rhaplen 

In tracing the c(rt‘ct of the application of modern 
rnacliinitry to English industry there appear two prominent 
fa* tors, wiiich for cc.rlain purposes reiiuire separate treat- 
ment the growth of improveMl mechanical apparatus, and 
the rvolutirjM of exlni Ituman motor power. 

\\‘e sjM'ak of Ihe. imluslry whii'h has prevailed since the 
middle of the eigliloonth century as machine-production, 
not botauJic \hvTo wtTt: no marhinos before that lime, but 
litslly, biTausc' a vast u<’ri*lt-ration in tlie invention of com- 
plex imu'ltinery appliitil to almost all industrial arts dates 

* Till. nut imply a rfHrf.ponfling giowlh ia Ihc mcdi.-inical 
Ml Ihr nurlnno <Mr, as Adam Smith rdiservcd, **AU 
ni,i(iina'S lUi’ whin In 4 inviMili'd, i'\trcmdy complex in 

their piiin a«*l tlirre U ofOsi a p.ittinil.ir piinriplc of motion for 
t'Vt'iy p.iiOHil>n utMvemnil whu'li it is iiilimdeil tliey should perrurm. 
S«»‘H I'dine hniiiMVt‘1 » nhia-ivft tlial the juinriph' may ho so applii'd as 
to piMilner <rvisal m[ thisc uiMvenienf.s, nml tiui.* the maclune becomes 
j'radiinUy moo* ami morn MinpU*, and pruduees its clfecLs with fewer 
whi'td* and h-wer princhdos uf inolion.*^ SnnftmenfSi quoted 

ilirst, ** Adam Smith,** p. O4. * 
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from that period, and secondly, because the application 
upon an extensive scale of non-human motor powers mani- 
fested itself then for the first time. 

One important external effect and indication of the 
momentous character of these changes is to be found in 
the quickening of that operation, the beginning of which 
was obsfjrvable before the great inventions, the substitution 
of the Factory System for tlie Domestic System. 

The peculiar relation of Machinery to the Factory 
System consists in the fact that the size, expensiveness, 
and complexity of machinery on the one hand, and the 
use of non-human po\ver on the other hand, were forces 
which united to drive labour from the home workshop to 
the large specialised workshop — the Factory. 

“The water frame, the carding engine, and the other 
machines wliich Arkwright brought out in a finished state, 
rufiuired both more s^iace than could be found in a cottage, 
anti more i)ower than could be applied by the human aim. 
Their weight also rendered it necessary to place them in 
strongly-built walls, and they also could not be advantage- 
ously turned by any power then known but that of water. 
I'lirther, the use of machinery was accompanied by a greater 
division of labour, and therefore a greater co-operation 
was rcfiuisite to bring all the piocesses of production into 
hainnmy and under a cenlral superintendence,”^ Hence 
the growlh of machine-production is to a large extent 
synonymc)U.s' with the giuwtli of the modern Factory 
System. 

g 3. Man does his work by moving inattcr. Hence 
iiuichincry can only aid liim by increasing the motive 
pinver at hi.s dis[)osal. 

(i) Machinery enables forces of man or nature to be 
more effeetively api)lie(l by various mechanical contrivances 
cnmpo.scd of levers, pulleys, wedges, .screws, etc, 

(:j) Machinery eniildes man to obtain the use of various 
nador forn^s outside his body— wind, water, steam, elec- 
tricity, cheinicid action, etc/-* 

'I’hiis by the provihiou of new productive forces, and by 
Ihti mure ei'onomical application of all productive forces, 
uiaciiinery improves the industrial arts. 

1 CiioVi! Tsiylor, llhtQfy of the Faitory System, p. 4-2« 

* Cr p 15 
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Machinery can increase the scope of man’s productive 
ability in two ways. The difficulty of concentrating a large 
mass of human force upon a given point at the same 
time provides certain quantitative limits to the productive 
efficiency of the human body. The steam-hammer can 
perform certain work which is quantitatively outside the limit 
of the physical power of any number of men working with 
simple tools and drawing their motor power from their own 
bodies. The other limit to the productive power of man 
arises from the imperfect continuity of human effort and 
the imperfect command of its direction. The difficulty of 
maintaining a small, even, accurate pressure, or a precise 
repetition of the same movement, is rather a qualitative 
than a purely quantitative limit. The superior certainty and 
re^larity of machinery enables certain work to be done 
which man alone could not do or could do less perfectly. 
The work of the printing machine could not be achieved by 
man. Machinery has improved the texture and quality of 
certain woollen goods recent improvements in milling 
result in improved quality of flour and so on. Machinery 
can also do work which is too fine or delicate for human 
fingers, or which would require abnormal skill if executed 
by hand. Economy of time, which Babbage ^ accounts a 
separate economy, is rightly included in the economies just 
named. The greater rapidity with which certain manufactur- 
ing processes — e.g., dyeing — can be achieved arises from the 
superior concentration and continuity of force possible 
under machinery. All advantages arising from rapid trans- 
port are assignable to the same causes. 

The continuity and regularity of machine work are also 
reflected in certain economies of measurement. The faculty 
of self-registering, which belongs potentially to all machinery, 
and which is more utilised every day, performs several 
services which may be summed up by saying that they 
enable us to know exactly what is going on. When to self- 
registration is applied the faculty of self-regulation, within 
certain limits a new economy of force and knowledge is 
added. But machinery can also register and regulate the 
expenditure of human power. Babbage well says : — “ One 
of the most singular advantages we derive from machinery 

^ Burnley, Wool and Wool-combings p 417, 

® Economy of Machinery ^ p. 6. 
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is in the check which it affords against the inattention, the 
idleness, or the knavery of human agents.” ^ This control of 
the machine over man has certain results which Ijelong to 
another aspect of machine economy,® 

These are the sources of all the improvements of 
economies imputed to marhinc-procluction. All improve- 
ments in machinery, as applied to industrial ait.s, take 
therefore one of the following forms : — 

(1) Re-arrangement or improvemiMit of machinery so as 
to utilise more fully the productive powca* of nature or man. 
Improvements cnal>ling one man to tend more spindles, oi 
enabling the same engine at the same boiler-pressure to 
turn more wheels, belong to this order of improvement. 

(2) Economics in the source of power. These will fall 
under four heads — 

1. Substitution of cheaper for dearer kinds of human 

power, I)is[ilacemont of men’s labour by women’s 
or children’s, 

2. Substitution c»f mechanical power for human power. 

Most great improvements in the labour-saving” 
character of mafiliinery properly come under this 
head. 

3. Economies in fuel or in steam. The most nKimentons 

illustration is the adoption of the hot blast and the 
.substitution of raw coal for coku in the iron lra<]c.’* 

4. The substitution of a new im-rhanical motor for an 

old one derived from the sanuj or from differtmt 
stores of energy- .steam for water power, natural 
gas for steam. 

(3) KxU'uded appli<‘atitm of mnrhinery. New industrial 
arts owing their origin to scicnlilie invtuUions ami llicir 
practice to machinery ari.se for utilising waste products. 
Under wa.sto pro<liicts” we may include (</) natural iu;it< irials, 
the services of which wore not ri-cognlstid r>r could m»t be* 
utilised without machim^ry- d, nitrates and other “waste;” 
l»roducts of the (//) the refuse of nianufarturing pro- 
cesses whicli figured as “waste;” until some unsuspe‘e’i<‘el mr. 
was found for it. Conspicuous examples of this e('onoiny arc 
found in many tratle.s, During the interval be‘tw<*en great 

^ Kmwmy of Machimry^ p. 39. 

“ VhU infra ^ p, 340. 

* Scriverfu*;, liiscory of Hu from Tpatht pp. 2y6, 297, 
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new inventions in machinery or in the application of power 
many of the principal improvements are of this order. Gas 
tar, formerly thrown into rivers so as to pollute them, or 
mixed with coal and burnt as fuel, is now “ raw material for 
producing beautiful dyes, some of our most valued medi- 
cines, a saccharine substance three hundred times sweeter 
than sugar, and the best disinfectants for the destruction of 
germs of disease.” “The whole of the great industries of 
dyeing and calico-printing have been revolutionised by the 
new colouring matters obtained from the old waste material 
gas tar.^’i These economies both in fuel and in the utilisa- 
tion of waste material are largely due to the increased scale 
of production which comes with the development of 
machine industry. Many waste products can only be 
utilised where they exist in large quantities. 

§ 4. If we trace historically the growth of modern capitalist 
economies in the several industries we shall find that they 
fall generally into three periods — 

1, The period of earlier mechanical inventions, marking 

the displacement of domestic by factory industry. 

2 . The evolution of the new motor in manufacture. The 

application of steam to the manufacturing processes. 

3 The evolution of steam locomotion, with its bearing 
on industry. 

As these periods are not materially exclusive, so also 
there are close economic relations subsisting between the 
development of machinery and motor, and between the 
improvements in manufacture and in tljc transport industry. 
But in order to understand the nature of the irregularity 
which is discernible in the history of the devclnpincnt of 
machinery, it is essential to consider these factors both 
separately and in the historical and economic relation they 
stand to each other. For this purpose we will examine two 
large staple industries, the textile and the iron industries 
of England, in order that we may trace in the chief steps 
of their progress the laws of the evolution of modern 
machinery. 

The textile industry offers special facilities to such a study. 
The strongest and most wide.spread of Kngli.sh nianufac- 
tures, it furnishes in the early eighteenth ccnluiy the 


* Sir Lyon Playfair, A’br/A Am^ican Review ^ Nov, liSyi. 
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clearest examples of the several forms of industry. I’o the 
several branches of this industry the earliest among the 
great inventions were applied. This start in industrial 
development has been maintained, so that the most a<lvan/‘<'<l 
forms of the modern factory arc found in textile industiy. 
Moreover, the close attention which lias been ,t'ivun to, 
and the careful records which have bei*n kept of ccMtain 
branches of this work, in particular the Lancashini f'ollon 
industry, enable us to trace the operation of the new 
industrid forces here with greater precision than is the 
case with any other industry. As Schul/c-(Ja<iVtTniu, 
in his masterly study, says of the cotton imluslry-- 
“ The English cotton industry is not only the oldest, hut 
is in many respects that modern industry which manifests 
most clearly the characteristics of modem industrial methfxls, 
both in their economic and their social rclatinns.” ^ 

The iron industry has been selected on tin: grouiul of 
its close connection with the ai)plicatic)n of st(‘aui driven 
machinery to the several industries. It is in a sense tlui 
most fundamental industr}^ of modern tiimis, inasmuch 
as it furnishes the material environment of tlie great 
modern economic forces. Moreover, we have the advan- 
tage of tracing the growth of the iron manuliietunf ai* 
for, as we have seen, before the induiilrial revoIuiitMi it 
played a most insignificant part in English noinmenre. 

Lastly, a study of the relations between the growtlj <d lh<* 
iron and the textile industries will be of special seivire in 
assisting us to realise the character of the intrmclion of tiir 
several manufactures under the glowing intrgration of 
modern industry.^ 

§ 5. In observing the order of inventions applu-d lo 
textile industries, the first point of significaiic'e is that 
cotton, a small industry confined to a jiail of l/aiirasliin', 
and up to 1768 dependent upon liiKiii in ortlcr to fnniii.h 
a complete doth, should lake the lead. 

The woollen trades, in the liist half of the df^hUvnth 


^ Der Grosshiyiebj p. 85, 

the export trade of England entitles llitMii t»> run iilrijiMn , 

siesi,%r^,00D? “““I''’”*** mm aiirl 
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century, as we saw, engaged the attention of a vastly larger 
number of persons, and played a much more important 
part in our commerce. The silk trade had received new 
life from the flow of intelligent French workers, and the 
first modern factory with elaborate machinery was that set 
up for silk throwing by Lombe, Yet by far the larger 
number of the important textile inventions of the eighteenth 
century were either applied in the first instance to the 
cotton manufacture and transferred, sometimes after a lapse 
of many years, to the woollen, worsted, and other textile 
trades, or being invented for woollen trades, proved unsuc- 
cessful until applied to cotton.^ 

Although the origin and application of inventive genius 
is largely independent of known laws, and may provision- 
ally be relegated to the domain of "accident,” there are 
certain reasons which favoured the cotton industry in the 
industrial race. Its concentration in South Lancashire and 
Staffordshire, as compared with the wide diffusion of the 
woollen industries, facilitated the rapid acceptance of new 
methods and discoveries. Moreover, the cotton industry 
being of later origin, and settling itself in unimportant 
villages and towns, had escaped the influence of official 
regulations and customs which prevailed in the woollen 
centres and proved serious obstacles to the introduction 
of new industrial methods.^ Even in Lancashire itself 
official inspectors regulated the woollen trade at Man- 
chester, Rochdale, Blackburn, and Bury.® 

The cotton industiy had from the beginning been free 
from all these fetters. The shrewd, practical business 
character which marks Lancashire to-day is probably a 
cause as well as a result of the great industrial development 
of the last hundred years. 

Moreover, it was recognised, even before the birth of 
the great inventions, that cotton goods, when brought into 
free competition with woollen goods, could easily under- 
sell them and supplant them in popular consumption. 
This knowledge held out a prospect of untold fortune to 
inventors who should, by the application of machinery, 
break through the limitations imposed upon production 

^ Cunningham, chap. ii. p. 450. 

® Schulze-Gaevernitz, Der Gronbetrieh^ p. 34, 

* Ure, Tka Cotton Manufactitre, p. 187, 



78 THE EVOLUTION OF 

by the restricted number of elHcicnt workers in some 
of the processes through which the cotton yum must 
pass. 

But the stimulus which one invention afforded to another 
gave an accumulative power to the ap]>lication of new 
methods. This is especially seen in the alhirnution of 
inventions in the two chief proce.'jses of spinning and 
weaving. 

Even before the invention of John Kay’s My Slnitth' 
which doubled the quantity of work a weaver (u>iild do in u 
day, we found that spinners had great difruailtic-.s in su]»ply- 
ing sufficient yarn to the weavers. This seein.s to have 
applied both to the Lancashire cotton and to the Vorkshinj 
woollen manufactures. After the fly*sluiltlc had come into 
common use this pressure of demand upon the spinners 
was obviously increased, and the most skilful organisation 
of middleman-clothiers was unable to sup})ly sufficient 
quantities of yarn. This economic consideration diri;(:t(‘d 
more and more attention to experiments in spinning 
machinery, and so we find that^ long before the invention 
of the jenny and the water-frame, ingcniotis men like John 
Kay of Bury, Wyatt, Paul, and others had tried many 
patents for improved spinning. Tlui gnMt inviinlioivs nt 
Hargreaves, Arkwright, and Crompton enai)hiil iipinning 
to overtake and outstrip weaving, and wdien, about 
steam began to be applied to considerable numbers of 
spinning mills, it was no longer spinning but weaving that 
was the Limiting process in the manufacture of woollen and 
cotton cloths. 

This strain upon weaving, which had been tightening 
through the period of the great spinning improvements, 
acted as a special incentive to Cartwriglit, Ilorrocks, jnnl 
others to perfect the power-loom in its apjdit'alion, first 1<> 
woollen, then to cotton industrie.s. Not until well into 
the nineteenth century, when steam power had bn:n fully 
applied by many minor improvements, w<{re tlui arl.s of 
spinning and weaving brought fully into line. The com- 
plete factory, where the several processes of carding, spin- 
ning, weaving (and even dyeing and finishing), are concluchal 
under the same roof and worked in corresjjonclonce with 
one another, marks the full transition frnnj the earlier form 
of domestic industry, where the family performed with 



MODERN CAPITALISM. 79 

simple tools their several processes under the domestic 
roof.^ 

§ 6. The history of these textile inventions does a good 
deal to dispel the “ heroic ” theory of invention — that of 
an idea flashing suddenly from the brain of a single genius 
and effecting a rapid revolution in a trade. No one of the 
inventions which were greatest in their effect, the jenny, 
the water-frame, the mule, the power-loom, was in the main 
attributable to the effort or abihty of a single man; each 
represented in its successful shape the addition of many 
successive increments of discovery; in most cases the 
successful invention was the slightly superior survivor of 
many similar attempts. “ The present spinning machinery 
which we now use is supposed to be a compound of about 
eight hundred inventions. The present carding machinery 
is a compound of about sixty patents.**® 'Yhis is the 
history of most inventions. The pressure of industrial 
circumstances direct the intelligence of many minds towards 
the comprehension of some single central point of difficulty, 
the common knowledge of the age induces many to reach 
similar solutions; that solution which is slightly better 
adapted to the facts or “grasps the skirts of happy chance** 
comes out victorious, and the inventor, purveyor, or, in 
some cases, the robber is crowned as a great inventive genius. 
It is the neglect of these considerations which gives a 
false interpretation to the annals of industrial invention by 
giving an irregular and catastrophic appearance to the work- 
ing of a force which is in its inner pressure much more 
regular than in its outward expression. The earlier incre- 
ments of a great industrial invention make no figure in 

A Modern economy now favours the specialisation of a factor and 
often of a business m a single group of processes— spinning or 
weaving or dyeing, holli in the cotton and woollen industries. This, 
however, is applicable chiefly to the main branches of textile woik. 
In minor branrhes, such as cotton thread, the tendency is still towards 
an aggregation of all the diflerent proce.sses under a single roof, both 
in England and in the United States. r r j 

s r. K. Hodge, civil engineer — evidence before House of Loras 

Crimmittee in 1857. , . . 

In Germany a spinning-wheel had been long in use for flaic^-spinnmg, 
wliich in effect was an anticipation of the throstle (cf. ICarmarch, 
Technologies vol. ii. p. 844, qu«)ted Schulze- Gaeveinilz, p, 30), and 
machine-weaving is said to have been discovered in Danzig as early 
as 1579 
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the annals of history because they do not pay, and the 
final increment which reaches the paying-point all 
the credit, though the inherent importance and the 
inventive genius of the earlier attempts mny havr hfvm 
as great or greater. 

There is nothing fortuitous or mysteiious in in\riilive 
energy. Necessity is its mother, which simjily menus ilinl 
it moves along the line of least resistance. Men like Kay, 
Hargreaves, Arkwright, Cartwright, set their intidligence 
and industry to meet the several difficulties as they iii use. 
Nearly all the great textile inventors were prartiral men, 
most of them operatives immersed in the details of their 
craft, brought face to face continually with some dr^finitu 
difficulty to be overcome, some particular economy desirnhlc 
to make. Brooding upon these concrete facts, trying fii.sL 
one thing then another, learning from the attempts and 
failures made by other practical men, and improving upon 
these attempts, they have at length hit upon somii <‘00- 
trivance that will get over the definite difficulty and siuauv. 
the particular economy. If wc take any definite invimtion 
and closely investigate it, wc shall find in nearly evtTy casi* 
it has thus grown by small increments towards ft'asihiliiy. 
Scientific men, strictly so called, have had very little in 
do with these great discoveries. Among the grunt 
inventors, Cartwright alone was a man learling .l lifr o! 
thought.^ When the spinning machinery was crippltnl in 
its efficiency by the crude methods of carding, Let^s anil 
Arkwright set themselves to apply improvements suggest nl 
by common sense and experience; when Cattwrighfs powm- 
loora had been successfully applied to wool, Hornu'lis nml 
his friends thought out precisely those iniprovtnnmiln.wliit ii 
would render it remunerative in the cotton Irade. 

Thus in a given trade where there are several iniporlaiit 
processes, an improvement in on<^ process wliirh plaeus it 
in front of the others stimulates invtaition in the laltur, and 
each in its turn draws such inventive in(uHi;;u!ifv as k 
required to bring it into line with the most Inglily drvvlt>p<'d 
process. Since the later inventions, with new knowledge 
and new power behind them, often overshoot the earlier 
ones, we have a certain law nf osrillatinn in thi! .several 

^ (X Brentann, tHe Unax hoi dtr limthicn Ae.'; 

Dcr Grosshetricb^ p, 30. 
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processes which maintains progress by means of the stimulus 
constantly applied by the most advanced process which 
“ makes the pace.” There is nothing mysterious in this. 
If one process remains behind in development each incre- 
ment of inventive effort successfully applied there brings a 
higher remuneration than if applied to any of the more 
forward processes. So the movement is amenable to the 
ordinary law of “ Supply and Demand ” enforced by the 
usual economic motives. As the invention of the fly-shuttle 
gave weaving the advantage, more and more attention was 
concentrated upon the spinning processes and the jenny 
was evolved 3 the deficiency of the jenny in spinning warp 
evolved the water-frame, which for the first time liberated 
the cotton industry from dependence upon linen warp: 
the demand for finer and more uniform yarns stimulated 
the invention of the mule. These notable improvements 
in spinning machinery, with their minor appendages, placed 
spinning ahead of weaving, and stimulated the series of 
inventions embodied in the power-loom. The power-loom 
was found to be of comparatively little service until the 
earlier processes of dressing and sizing had been placed on 
a level of machine development by the efforts of Horrocks 
and others. Not until after 1841 was an equilibrium reached 
in the development of the leading processes. So likewise 
each notable advance in the machinery for the main pro- 
cesses has had the effect of bringing an increase of inventive 
energy to bear upon the minor and the subsidiary processes 
— bleaching, dyeing, printing, etc. Even now the early 
process of “ginning” has not been brought fully into line in 
spite of the prodigious efforts, made especially in the United 
States, to overcome the difficulties involved in this prepara- 
tory stage of the cotton industry. 

The following schedule will serve to show the relation of 
the growth of the cotton industiy as measured by consump- 
tion of raw cotton to the leading improvements of machinery. 

Cotton Imported. Inventiona &c. 

Iba. 

1730 b 545 j 473 1730 Wyatt*s roller-spinning (patented 

1738). 

1738 Kay's fly-shuttle. 

1741 1,645,031 1748 Paul's carding-machine (useless until 

improved by Lees, Arkwright, 
Wood, I772-74)- 


6 
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Cotton Tmporteil. Invonticmfi, &c. 

lbs 

1764 31870,392 1764 Hargreave’s spinning-jenny (patented 

1770), for weft only. 

1 7rj4 Caljco-pi inling introduced into Lanca- 
shire. 

176S Arkwright perfects Wyatt's spinning- 
frame (patented 1769), liberating 
cotton from dependence on linen 
warp. 

i77n 

to > 4,7^14,589 1771 Arkwright’s mill built at Cromford. 
* 775 ; 

1775 Arkwright takes patents foi carding, 
drawing, roving, spinning. 

1779 Crompton’s mule completed (ronihin- 
ing jenny and water-frame, pro- 
ducing finer and more even 
yam). 

1781 5.198,775 

1785 18,400,384 1785 Cartwright’s power-loom. 

Watt and Boulton’s first engine for 
cotton-mills. 

1792 34,907,497 3793 Whitney’s saw-gin. 

1813 51,000,000 3813 TTorrocks’ dressing-machine. 

3S30 261,200,000 1S30 I’he “Throstle” (almost exclusively 

used in Kngland for .spiiming 
waip). 

1833 287,800,000 1832 Roberts’ self-acting mule pel ferted. 
1S41 489,900,000 1841 Jlullough’s imjiroved power-lomii. 

Ring spinning (largely used in U.S.A,, 
recently introduced into Lanca- 
shire), 

From this schedule it is evident that the liistory of this 
trade may be divided with tolerable accuracy into four 
periods. 

(t) The preparatory period of experimental inventions of 
Wyatt, Paul, etc., to the year 1770. 

(2) 1770 to 1792 {circa), the age of the gieat nicdmnirul 
inventions. 

(3) 1792 to 1S30, the application of steam powcT 
to manufacture and iniprovctiients of the great invc*n- 
tions. 

(4) ^530 onward, the effect of steam locomotion upon 
the industry (1830, the opening of the Liv(.*rpool and 
Manchester railway). 
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If we measure the operation of these several industrial 
forces within these several periods, as they are reflected 
on the growing size of the cotton industry, we shall 
realise the accumulative character of the great indus- 
trial movement, and form some approximately accurate 
conception of the relative importance of the develop- 
ment of mechanical inventions and of the new motor- 
power. 

8 7. "J'hc history of the cotton industry is in its main out- 
lines also the history of other textile industries. We do not 
possess the same means of measuring statistically the 
growth of the woollen industries in the period of revolution ; 
but since, on the one hand, many of the spinning and weav- 
ing inventions were speedily adapted into the woollen from 
the cotton industry, while the application of steam to 
manufacture and the effects of steam locomotion were 
shared by the older manufacture, the growth of the trade 
in the main conforms to the same divisions of time. The 
figures of imported wool arc not so valuable a register as in 
the case of cotton, because no account is taken of home- 
produce, hut the following statistics of foreign and colonial 
wool inijicrted into ISngland serve to throw light upon the 
growth of our woollen manufactures. 


STATISTICS OK IMI'OUTF.I) INTO F-NGI,AND. 


IbM. 

1766 I,02ri,OOO 

1771 i,Saf),oon 

1790 2,583,OfJO 

i8f)0 iS,ftoy,<K3<^ 

iSio 10,914,000 ; 

1K30 9»77S><5^^ i 


n»‘i. 

1830 32,3“5»ooo 

lS«;n 74,32^000 
mo 151,218,000 
1870 263,350,000 
1880 4^3^30^)9000 
635,340,110 
irjf)2 647,204,376 


In the .silk industry tins influence of machinery is compli- 
ciiled by several consitlerations esiiecially affecting this 
manufacture. Although the ingenuity and enterprise of 
the Lombes had introduced complex machinery into silk 
throwing many years before it was successfully applied to 
any other branch of textile industry, the trade did not grow 
as might liave been expected, and tlie successive increments 
of great mechanical invention were slowly and slightly 
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applied to the silk industry. There are special reasons for 
this, some of them connecled with the intrinsic vainn of 
the commodity, others with the social regulation of the 
trade. 

The inherent delicacy of many of the processes, the 
capricious character of the market for the com modi ties, the 
expensive production of which renders them a hixuiy and 
especially amenable to the shifts of taste niul fashion, have 
preserved for artistic handicraft the production of many of 
the finer silk fabrics, or have permitted the application of 
machinery in a far less degree than in tliii L*i;tton and 
woollen industries. 

Moreover, the heavy duties import'd upon raw and 
thrown silk, which accompanied the strict proIiilMiitai of 
the importation of manufactured silk goexLs in 1765, l>y 
aggravating the expenses of production and limiting the 
market at the very epoch of the great meclimneal inven- 
tions, prevented any notable expansion of consnmiUion n{ 
silk goods, and rendered them quite unabhi to r(*sisl tlu? 
competition of the younger and more* cnlcrprisittg (!ofton 
industry, which, after the inlroclucticm of c<»l(mr ju'itUing 
early in the nineteenth century, was enabled to out f'ompta’e 
silk in many markets. 

Even in the coarser silk fabrics where w<\'iving machinery 
was successfully applied at an early date, the slow progn*ss 
in throwing” greatly retarded the expansion of the trath;, 
and after the repeal of the duty on ini[)ortod silk in 
the number of throwing mills was still (piite iua<lcfiaab‘ to 
keep pace with the demands of the weavers,* .Snb,scr|neot 
improvements in throwing mills, and the ajiplication of the 
ingenious weaving machinery of Jaccpiard anrl lattT im- 
provers, have given a great expan.sion to many branclies of 
the trade in the last fifty years. 

But the following statistics of the consumption of raw 
and thrown silk from 1765 to 1844 indicate how slight and 
irregular was the expansion of the trade in lOngland during 
the era of the great inventions and the ai»pli(*alion of 
the steam-motor, and how disastrously the duties ujion 
raw and thrown silks weighed upon this brandi of 
manufacture. 


' Torler, Prajp-ess of tht Nathfu P- 2T(j, 
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Average Importation.^ 


lbs. 

1765^ 

1766 >■ 715,000 

1767 J 

1785'! 

1786 881,000 

1787. 

i8on 

to 1,110,000 
1S12 j 

1814 2,ng,974 

1815 1,475,389 

1816 1,088,334 

1817 1,686,659 
x8i8 1,922,987 

1819 1,848,553 

1820 2,027,635 

1821 2,329,808 

1822 2,441,563 


lbs. 

1823 2,468,121 

1824 4,011,048^ 

1825 3,604,058 

1826 2,253,513 

1827 4,213,153 

1828 4,547,812 

1829 2,892,201 

1830 4,69.3,517 

1831 4,312,330 

1832 4,373,247 

1833 4,761,543 

1834 4,522,451 

1835 5,788,458 

1836 6,058,423 

1837 4,598,859 

1838 4,790,256 

1839 4,665,944 

1840 4,819,262 


In the linen industry the artificial encouragement given to 
the Irish trade, which, bounty-fed and endowed with a mon- 
opoly of the British markets, was naturally slow to adopt 
new methods of production, and the uncertain condition 
of the English trade, owing to the strong rivalry of cotton, 
prevented the early adoption of the new machine methods. 
Although Adam Smith regarded linen as a promising in- 
dustry, it was still in a primitive condition. Not until the 
very end of the eighteenth century were flax spinning mills 
established in England and Scotland, and not until after 
1830 was power-loom weaving introduced, while the intro- 
duction of spinning machinery into Ireland upon a scale 
adequate to supply the looms of that country took place a 
good deal later. 

We see that the early experimental period in the cotton 
industry produced no very palpable effect upon the volume 
of the trade. Between 170Q and 175® the manufacture was 


» Selected from Porter, p. 218. ^ 

* In 1824 Mr. lluskisson introduced tlic principle of free trade, 
securing a reduction of the duties on raw and thrown silks, and in 1825, 
1826, considerable further reductions were made. (Cf. Ure, Philosophy 
of Manufacture^ p. 454, etc.) But protection of English silk manu- 
factured goods was maintained until the French Treaty of 1800. 
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stagnant.^ The woollen manufacture, owing largely to 
the stimulus of the fly-shuttle, showed considerable expan- 
sion. The great increase of cotton production in 1 770-90 
measures the force of the mechanical inventions without the 
aid of the new motor. The full eflbcts of the introduction 
of steam power were retarded by the strain of the French 
war. Though 1800 marks the beginning of a large con- 
tinuous expansion in both cotton and woollen manufactures, 
it was not until about 1817, when the new motor had estab- 
lished itself generally in the large centres of industry and 
the energy of the nation was called back to the arts of 
peace, that the new forces began to fully manifest their 
power. The period 1S40 onwards marks the effect of the 
revolution in commerce due to the application of the new 
motor to transport purposes, the consequent cheapening of 
raw material, especially of cotton, the opening up of new 
markets for the purchase of raw material and for the sale of 
manufactured goods. The effect of this diminished cost of 
production and increased demand for manufactured goods 
upon the textile trades is measured by the rapid pace of the 
expansion which followed the opening of the early English 
railways and the first establishment of steam-ship traffic. 

§ 8, The development of the textile trades, and that of 
cotton in particular, arose fiom the invention of new 
machinery. This machinciy was quickened and remlored 
effective by the new motor. The iron trade in irs develop- 
ment presents the reverse order. The discovery of a new 
motor was the force which first gave it importance. The 
mechanical inventions applied to iiroducing iron were 
stimulated by the requirements of the new motor. 

In 1740 the difficulty of obtaining adequate suppnc.s of 
timber, and the failure of attempts to utilise iiit-coal, had 
brought the iron trade to a very low condition, According 
to Scrivener, at this time “the iron trade seemed dwindling 
into insignificance and contempt."** 

The earlier steps in its rise from this degratliUion are 
measured by the increased application of pit coal and the 
diminished use of charcoal. 

The progress may be marked as follows 


Cf. Ure, History of the Cotton Manufacture^ vol, i, n. 221* 
s Senvener, History of the Iron Trade, p. 56. 
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(1) The application of Watt's earlier improvements upon 
Newcomen's engines, patented 1769, was followed by a rise 
in the average output for furnaces worked with charcoal. 
The average output of 294 tons in 1750 was increased to 
54 S tons in 1788. 

(2) The substitution of coke for charcoal proceeding 
pari passu with improved methods of smelting yielded an 
average output for coke-fed furnaces of 903 tons in 1788. 
To this epoch belong also Cort’s inventions for puddling 
and rolling (patented 17S3-84), which revolutionised the 
production of bar-iron. 

(3) The introduction of Watt's double-power engine 
in 17S8-90. In 1796 the production of pig-iron was double 
that of 1788, and the average output per furnace raised to 
1048 tons. 

(4) The substitution of hot for cold blast in 1829, 
effecting an economy of coal to the extent of 2 tons 18 
cwt. per ton of cast-iron. 

(5) The adoption of raw coal instead of coke in 1833, 
effecting a further reduction of expenditure of coal fiom 
S tons 3j4 cwt. to 2 tons 5^ cwt. in producing a ton of 
cast-iron. 

These were the leading events in the establishment of 
the iron industry of this country. The following table 
indicates the growth of the production of English iron from 
17 10 to 1840 : — 


Year, 

1740 

1788 

1796 

i8o5 

1825 

1828 


No. o£ VuruacoR. 

Avora^o Output. 
Tons. 

Total Produce. 
Tons. 

59 

294 

17,350 

77 

909 coke 1 
545 charcoal , 

[ 61,300 

I 2 C 

1048 

125,079 

133 

1546 

258,206 

364 

(261 ill blast) 
3G5 

(277 in blast) 

2328 

2530 

703,184 

378 

3593 

1,347,790 


Here we see that economy of power rather than improved 
machinery is the efficient cause of the development of 
industry, or more properly, that economy of power pre- 
cedes and stimulates the several steps in improvement of 
machinery. 
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The substitution of coke for charcoal and the application 
of steam power not merely increased enormously the 
volume of the trade, but materially affected its localisation. 
Sussex and Gloucester, two of the chief iron-producing 
counties when timber was the source of power, had^ shrunk 
into insignificance by i 79 ^> when facilities of obtaining coal 
were a chief determinant By 1796, it is noteworthy that 
the four districts of Stafford, Yorkshire, South Wales, and 
Salop were to the front. 

The discovery of the hot blast and substitution of raw 
coal for coke occurring contemporaneously with the opening 
of railway enterprise mark the new interdependence of 
industries in the age of machinery. 

Iron has become a foundation upon which every machine- 
industry alike is built. The metal manufactures, so small 
in the eighteenth century, attained an unprecedented growth 
and a paramount importance in the nineteenth. 

The application of machinery to the metal industries has 
led to an output of inventive genius not less remarkable in 
this century than the textile inventions of the eighteenth 
century, 

“ In textile manufacture it was improved machinery that 
first called for a new motor; in metal manufacture it was 
the new motor which rendered necessary improved 
machine^)^ . . . For all modern purposes the old handi- 
craft implements were clearly obsolete. The immediate 
result of this requirement was the bringing to the front a 
number of remarkable men, Brindley, Smeaton, Maudsley, 
Clements,^ Bramah, Nasmyth, etc., to supply mechanism of 
a proportionate capacity and nicety for the new motive- 
power to act upon and with, and the ultimate result was 
the adojjtion of the modern factory system in the larger 
tool-making and engineering workshops, as well as in metal 
manufactories proper. Thus there gradually grew up,” 
says Jevons, a system of machine-tool labour, the substi- 
tution of iron hands for human hands, without which the 
execution of engines and machines in their present perfec- 
tion would be impossible.”^ 

In the later era of machine development an accumulative 

P- ! c£ also Katl Mar*, 
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importance is attached to the improvements in the machine- 
making industries. The great inventions associated with 
the names of Maudsley and Nasmyth, the cheapening of 
steel by the Bessemer process, and the various steps by 
which machines are substituted for hands in the making 
of machinery, have indirect but rapid and important effects 
upon each and every machine-industry engaged in produc- 
ing commodities directly adapted to human use. The 
economy of effort for industrial purposes requires that a 
larger and larger proportion of inventive genius and enter- 
prise shall be directed to an interminable displacement of 
handicraft by machinery in the construction of machinery, 
and a smaller proportion to the relatively unimportant work 
of perfecting manufacturing machinery in the detailed pro- 
cesses of each manufacture engaged in the direct satisfaction 
of some human want. 

A general survey of the growth of new industrial methods 
in the textile and iron industries marks out three periods of 
abnormal activity in the evolution of modern industry. The 
first is X780 to 179S, when the fruits of early inventions are 
ripened by the effective application of steam to the machine- 
industries. The second is 1830 to 1845, when industry, 
reviving after the European strife, utilised more widely the 
new inventions, and expanded under the new stimulus of 
steam locomotion. The third is 1856 to 1866 (area), when 
the construction of machinery by machinery became the 
settled rule of industry. 

§ 9. Bearing in mind how the invention of new specific 
forms of machinery in the several processes of manufacture 
proceeds simultaneously with the application of the new 
motor-power, we find ourselves quite unable to measure the 
amount of industrial progress due to each respectively. But 
seeing that the whole of modern industry has thus been 
set upon a new foundation of coal and iron, it is obvious 
that the bonds connecting such industries as the textile and 
the iron must be continually growing closer and stronger. 
In earlier times the interdependency of trades was slight and 
indirect, and the progress in any^ given trade was almost 
wholly derived from improvements in specific skill or in 
the application of specific meclianical invention. The 
earlier eighteenth century did indeed display an abnormal 
activity in these specific forms of invention. For examples 
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of these it is only necessary to allude to Lombe’s silk 
mill at Derby, the pin factory made famous by Adan 
Smith, Boulton’s hardware factory at Soho, and the 
renowned discoveries of Wedgwood. But all increased 
productivity due to these specific improvements was but 
slight compared with that which followed the discovery of 
steam as a motor and the mechanical inventions rendering 
it generally applicable, which marked the period 1790 to 
1840. By this means the several specific industries were 
drawn into closer unity, and found a common basis or 
foundation in the arts of mining, iron-working, and engin- 
eering which they lacked before. 

From these considerations it will follow that the order in 
which the several industries has fallen under the sway of 
modem industrial methods will largely depend upon the 
facility they afford to the application of steam-driven 
machinery. The following are some of the principal charac- 
teristics of an industry which determine the order, extent, 
and pace of its progress as a machine industry: — 

(a) Size and complexity of Structure . — 'Fhe importance of 
the several leading textile manufactures, the fact that some 
of them were highly centralised and already falling under 
a factory system, the control^ of wealthy and intelligent 
employers, were among the chief causes which enabled tlie 
new machinery and the new motor to be more quickly and 
successfully applied than in smaller, more scattered, and 
less developed industries, 

( 3 ) Fixity in quantity and character of demand. — Perfec- 
tion of routine-work is the special faculty of machine- 
production. Where there is a steady demand for the same 
class of goods, machinery can be profitably applied. Where 
fashion fluctuates, or the individual taste of the consumer is 
a potent factor, machinery cannot so readily undertake the 
work. In the textile industries there are many departments 
which machinery has not successfully invaded. Much lacc- 
making, embroidery, certain finer weaving is still done 
by human power, with or without the aid of complex 
machinery. In the more skilled branches of tailoring, 
shoe-making, and other' clothing trades, the individual 
character of the demand — /.ft, the element of irregularity-— 
has limited the use of machinery. A similar cause retains 
human motor-power in certain cases to co-operate with 
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and control complex machinery, as in the use of the sewing- 
machine. 

Uniformity of demand is a first essential of that 
"standardisation” which enables a process to be performed 
by machinery. In many industries where mechanical 
methods have made great advance, complete standardisa- 
tion remains impracticable. "There is some doubt as to 
the possibility of standardising ships, at least to such an 
extent as we have already attained in building bridges, 
railway engines, and stationary engines. A modern 
steamship is a much more complex agency than a bridge 
or a locomotive engine, and while standardising may apply 
much more largely than is at present the case in the pro- 
duction of certain features, it is certain that a present 
practice of standardising does not generally prevail in the 
manufacture of hull and ship-machinery, except as ships 
are built to a standard for record and to come under low 
rates of insurance.^ 

{c) Uniformity of material and of the processes of produc- 
iion. — Inherent irregularity in the material of labour is 
adverse to machinery. For this reason the agricultural 
processes have been slow to pass under steam-power, 
especially those directly concerned with work on^ the soil, 
and even where steam-driven machines are applied their 
economy, as compared with hand labour, is less marked 
than in manufacturing processes. To the getting of coal 
and other minerals steam and other extra-human power has 
been more slowly and less effectively applied than in dealing 
with the matter when it is detached from the earth. The 
displacement of a less uniform material, wood, by the more 
uniform steel for building-structures, railroad cars, barges, 
fillips, furniture, etc., marks a great advance for machine- 

production, . J 

(d) Durability of valuable properties,— production 
of quickly perishable articles being of necessity local and 
immediate demands a large amount of human service 
which cannot economically be replaced or largely aided by 
machinery. The work of the butcher and the baker have 
been slow to pass under machinery. Where butchering has 
become a machine-industry to some extent, the direct cause 

^ Chapman, Fpui^n CompeMien, p. io6. 
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has been the discovery of preservative processes which 
have diminished the perishability of meat. So with other 
food industries, the facility of modern means of transport 
has alone enabled them gradually to pass under the con- 
trol of machinery. Until quite recently cakes and the 
finer forms of bakery were a purely local and handicraft 
product. 

(tf) Ease or simplicity of labour involved . — ^Where abund- 
ance of cheap labour adequate to the work can be obtained, 
and particularly in trades where women and children are 
largely engaged, the development of machinery has been 
generally slower. This condition often unites with (^) or 
(ff) to retain an industry in the “domestic” class, A large 
mass of essentially “irregular” work requiring a certain 
delicacy of manipulation, which by reason of its narrowness 
of scope is yet easily attained, and which makes but slight 
demands upon muscular force or intelligence, has remained 
outside machine-production. Important industries contain- 
ing several processes of this nature have been slower to fall 
into the complete form of the factory system. The slow 
progress of the power-loom in cotton and wool until after 
1830 is explained by these considerations. The stocking- 
frame held out against machinery still longer, and hand 
work still plays an important part in several processes of 
silk manufacture. Even now, in the very centre of the 
factory system, Bolton, the old hand-weaving is represented 
by a few belated survivors.^ 

(/) Skilled Workmanship , — High skill in manipulation 
or treatment of material, the element of art infused into 
handicraft, gives the latter an advantage over the most 
skilful machinery, or over such machinery as can economic- 
ally be brought into competition with it. In some of 
the metal trades, in pottery and glass-making there are 
many processes which have not been able to dispense 
with human skill. In these manufactures, moreover, 
more progress is attributable to specific inventions than 
to the adoption of the common machinery and motor- 
power which are not largely available in the most important 
processes. 

§ 10, The new industrial forces first applied to the cotton 
^ Schulze- Gaevernitz, p. 140. 
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spinning of South Lancashire, and rapidly forcing their 
way into other branches of the textile manufactures, then 
more gradually transforming the industrial methods of 
the machinery, hardware, and other staple English manu- 
factures, passed into the Western Continent of Europe 
and America,^ destroying the old domestic industry and 
establishing in every civilised country the reign of steam* 
chiven machinery. The factors determining the order and 
pace of the new movement in the several countries are 
numerous and complex. In considering the order of 
machine-development, it must he remembered that the 
different nations did not start from an equal footing at 
the opening of the age of great inventions. By the begin- 
ning of the eighteenth century England had established 
a certain supremacy in commerce. The growth of her 
colonial possessions since the Revolution and the drastic 
and successful character of her maritime policy had enabled 
her to outstrip Holland. Although, as we have seen, the 
actual amount of foreign trade done in the eighteenth 
century by the most advanced commercial nations bore a 
very small proportion to their domestic trade, the expansion 
of England’s export trade in textiles was so rapid as to play 
an important part in stimulating not only the new machine 
processes in these trades, but indirectly the development 
of iron and shipbuilding. In 1729 by far the greater part 
of the Swedish iron exported from Gothenburg went to 
England for shipbuilding purposes.® At the close of the 
seventeenth century Gregory King placed England, Hol- 
land, and France at the head of the industrial nations with 
regard to the productivity of Ihcir labour.® Italy and 


' “It wa^not until ahouf 1840 that the factory method of nianu- 
faelure extondu'd itselt wMiily to misccllnncous industries, and bugan 
r.apitlly to force from the niaikcts the hand-made products with 
which every cnmnumiLy had hiiherlo chiefly supplied itself. It 
seems probable that until about Ibe year 1S50, the bulk of general 
nmnufantiiring done in the tJnited Stales w.as carried on in the 
shop and the household, by the labour of the family or individual 
proprietors, with ajiprentice assistance.” { 7 'wr(///i Census, vol. vii. 

^ Veats, Ciavith and Vicistitudes of Commerce, p, 284. 

® The average income for England in 16S8 he puts at 18s. ; 
for Holland, 48 xs. 4d.; France, ;f6-p. 47. Such an estimate, 
however, has little value. 
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Gennany W0re little in the exercise of manufacturing 

arts, though the naval superiority and foreign possessions 
of the above-named nations gave them the commercial 
superiority. 33 y 17^® England had strengthened her posi- 
tion as regards foreign commerce, and her woollen industry 
was the largest and most highly-developed industry in the 
world. But so far as the aits of manufacture themselves 
were concerned there was no such superloiity in lingland 
as to justify the expectation of the position she held at the 
opening of the nineteenth century. In many branches of 
the textile arts, especially in silk spinning and in dyeing, in 
pottery, printing, and other manufactures, more inventive 
genius and more skill were shown on the Continent, and 
there seemed i priori no reason why England should out- 
strip so signally her competitors. 

The chief factors in determining the order of the develop- 
ment of modern industrial methods in the several countries 
may be classified as natural, political, economic. 

(«) Natural, (i) The structure and position of the several 
countries, — The insular character of Great Britain, her 
natural facilities for procuring raw materials of manufacture 
and supplies of foreign food to enable her population to 
specialise in manufacture, the number and variety of easily 
accessible markets for her manufactures, gave her an immense 
advantage. Add to this a temperate climate, excellent in- 
ternal communication by river (or canal), and an absence 
of mountain barriers between the several districts. I’hese 
advantages were of greater relative importance before steam 
transport, but they played a large part in facilitating the 
establishment of efifective steam transport in England. 
Extent of sea-board and good harbourage have in no small 
measure directed the course of modern industry, giving to 
England, Holland, France, Italy an advantage whicli the 
levelling tendency of modern machinery has not yet been 
able to counteract. The slow progress of Germany until 
recent years, and the still slow progress of Russia, is 
attributable more to these physical barriers of free communi- 
cation, internal and external, than to any other single cause 
that can be adduced. Inherent resources of the soil, 
quality of land for agriculture, the proximity of large sni)- 
plies of coal and iron and other requisites of the production 
of machinery and power rank as important determinants 



MODERN CAPITALISM. 


95 


of propjrcRS. Tlie machine development of France in 
pailicular been retarded by the slow diftcovcry of her 

natural arear. of manufacture, the districts where coal and 
iron He n(‘ar to one another in easily accessible supply. 
'J'hc same rmiuik ai)j»lie.s to (lerniany and to the United 
States. At the close of last century, when the iron trade of 
England was rnpidly advancing, the iron trade of France 
was quitfi insi;,unficiint, and during the earlier years of the 
nineteenth century liio [^rogn-jK was extremely slight,^ 

( 2 ) A\7re and Sationai Ckamrfer , — Closely related to 
climate and soil, these fpuililies of race an^ a powerful 
directing influence in induslr)'. Muscular .strength and 
(mdurance, yielding in a icmiiernte climate an even con- 
tinuity of vigorous effort ; keen zest of material comfort 
stimulating invention and enterprise; acqnisitivenc.ss, and 
the love of external ilisplay; the moral capacities of industry, 
truth, ordtirly co ojiijration ; all tlic.se are leading factors dn- 
termining tli(j ability and inclination of the .several nations 
It) adopt new iiulustrinl methods, Moral qualities in 
lingli.sh workmanship have indisjmtably played a large 
part in .Si'curing her .snprctiuu:>^ *‘A Jh’itish trade maik 
was a(’<M*ptcd an a g.nanintee of excellence, while the pro- 
diu:ts of ollu^r countric.s \v(Te viewed with a su.spicion 
jiLStifuMl by (ixjiurii'ncii (»f ibcir ('oinparalivc inferiority,”** 
I’he innn^ biglily civilised nations have thus gained by this 
civilisation, and have widcne<l ilitf distance which separates 
them from the, le.ss civiliz’d. ICnj’ljind, France, (Germany, 
Holland, and the rnlU‘<i States are in WH*alth and in 
industrial ini'lhotls far more wid<*ly rcniovcrl from Spain and 
Kussia than was the cast! a huiuln*d yeats ago. 

(//) Porj'ncMo -StalciTart ha.s played an important part 
in determining the order and pace of industrial progress, 
Thi* possession of numerous colonitjs and other political 
aitae.hnnmts in different jiarts of tlm world, comprising a large 
variety of material re.sourc*<.‘S, gave to ICngland, and in a les.s 
in(*asure to I'Vanec, Holland, Spain, a great advantage. 
The tyraimif'al u.si? tlnsse natioms made of their colonies for 

* In iSiothc (ntnl poulun^wus tuii.s. 

ii I'SnS ,, ,, ,, 114, OCX) ,, 

», 1S24 „ „ „ 0)4, (XK) „ 

fSrrivnirr, liwhny of ih^ him p. 15:^) 

Vuit«, ihmothand Vids\ 7 tHiU\ of Vmmmet p. 
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the purpose of building up home manxifantuves 
them to specialise more widely and saf<‘ly in lIios<i indus- 
tries to which the new methods of protluction were fit.sL 
applied. Even after the North American colonies hrr^kt! 
loose, the policy of repression England had apjdicd to 
their budding manufactures enabled her to retain to u 
large extent the markets thus created for htjr niamifartuivil 
goods. 

The large annexations England made during the 
teenth and early nineteenth centuries gave her a mf«io])f>lv nf 
many of the finest markets for the purchase of raw innt*'rial.s 
and for the sale of manufactured goods* Tlui large rietnaml 
thus established for her textile and metal wares served ntU 
only to stimulate fresh inventions, but caiahlecl lu‘r to 
utilise many improvements which could only he ]>roiitah!y 
applied in the case of large industries with secure rirtd 
expanding markets. 


But the most important factor determining the priority of 
England was the political condition of continental Kurone 
at the v^ry period when the new machinery and 
power were beginning to establi.sh confidence in tluj new 
industrial order. When Crompton's mule, ( ’arlwrighf « 
power-loom. Watt's engines were transforming t)ir induMrv 
of England, her continental rivals lind nil thi-ir 
absorbed in wars and political revolution;;. TJio l.'nitrd 
States and Sweden were the only commercial nati^uis of ntiv 
significance who, being neutral, ohtairuid a large tlkm 
from the European strife Yet ICnglantl, in t,i' 
the immense dram of blood and money she snstuinod, mult r 
the momentum of the new motor-power far outslripned ilu* 
of such states. Though she had to pay a |„,-ivv 
price for her immunity from invasion, she theruhy secnrcil 

hon. Until 1820 she had the game in her <wn lumik In 

European trade she had a practical monopoly of llic ranirilv 
advancing cotton industry. It was this mono kX w J. 
ruthlessly applied to maintain prices at a highly reinuiifr-i’ 

6«.™ b^a ,0 M.. ^ ft. Comtot“3 X 
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years elapsed before they were able to compete effectively 
with England- Switzerland was the first continental country 
to actively adopt the new methods. The large supply of 
water-power stood her in good stead, and the people took 
more willingly to the factory system than in other countries.^ 
France was slower in her development, in spite of the strong 
protective system by which she strove, though not very 
successfully, to exclude English cotton goods. The fall of 
English prices and profits in the cotton trade between 1820 
and 1830 marks clearly the breakdown of the English 
monopoly before the cheap labour of Alsace and the cheap 
raw material of the United States, now organised in the 
factory system with the new machinery.^ In this, the most 
advanced trade, the world-competition which now is operative 
in a thousand different industries, measuring and levelling 
economic advantages, first clearly shows itself, and in 1836 
Urc finds the continental nations and America competing 
successfully with England in markets which had hitherto 
been entirely her own. 

(f) Economic Conditions. — ^The transformation of Eng- 
lish agriculture, the growth of large farms, drove great 
numbers of English peasants into the towns, and furnished 
a large supply of cheap labour for the new machinery. 

This movement was accelerated by the vices of our land 
tenure. In France and Germany, where the agricultural 
workers had a stronger interest and property in their land, 
they were less easily detached for factory purposes. But 
in England, where the labourer had no property in the land, 
reformed methods of agriculture and the operation of the 
Poor Law combined to incite the large proprietors and 
farmers to rid themselves of all superfluous population in 
the rural parts and accelerated the migration into the towns* 


^ Schulaie-CTacvernitz, Dtr Crotshetnehy p. 48. 

** Ellison, History of the Cotton Tfode, presents the following interest- 
ing table (yarn, 40 hanks to the lb.) i — 



1770. 

1784. 

1700. 

1312. 

18S0. 

1882. 


8. tl. 

8 . d. 

B. 

tl. 

B. d. 

s. d. 

B. d. 

Selling price . 
Cost of Cotton 

16 0 

xo n 

7 

6 

2 6 

I zj 

0 7J 

0 loi 

(18 oz.) . 

2 0 

2 0 

3 

4 

1 6 

0 7i 

Labour & Capital 14 0 

8*77 

4 

2 

i 0 

eUHt 

0 

0 3l 


7 
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Here the popuktion bred with a rapidity hitherto unknown. 
'I’he increwe of popuktion in England and Wales during 
the ihirty years fiom i 77 ^ 1800 is placed at 

i>r 27 per cent, while during the next thiity i.Soo 

to 1830, it amounted to 5,024,207, or 56'^- per cent. Tins 

large supply of cheap labour in the towns enabled the 
jUncashire and Yorkshire factories to grow with 
rapidity. The exhaustion left by the Napoleonic wars, the 
political disorder and insecurity which prevailed on the 
Continent, retarded until much later the effective competi- 
tion of other European nations who were behind Kiighind 
in skill, knowledge, and the possession of markets, 
American manufactures which had sprung up nflcr the 
revolution had made considerable strides, but the conf|iie.st 
and settlement of vast new areas of land, and the ininien.se 
facilities afforded for the production of raw material, rt'tarded 
their rate of growth until long after the opi^nin^^ of this 
century. It was, indeed, not until about 184s; that the 


cotton manufacture made rapid strides in the Unit^td HtnttiS. 
During the twenty years previous the progress had 
very slight^ but between 1845 and 1859 a very suiKSlantial 
and, making allowance for fluctuations in tlie cotton crops, 
a very steady growth took place. ^ 

Another great economic advantage which nss'isfril |Cng- 
land was the fact that she, more than any othi-r ICiimpcmi 
mation, had broken down the old industrial onhfr, with its 
guilds, its elaborate restrictions, and conservalivr nifihodK. 
Personal freedom, security of property, liberty lo vunk and 
live where and how one liked, existed in ICngland to an 
extent unknown on the Continent before the Krfojrh Kt^vo- 
lutioa The following account of the roiiditiott iif 1)1, > 
cotton manufacture in Germany in the cighii«-nth <vnt»ry 
of the obstacles to the rtiforni.-d 

of mdustry: Eveiything was done by ru!«. Stmiiiiiuf 
came under :^bhc infection, and the yarn was rolliirt^'d 
by ofiiaals. The pnvilege of weaving was coiiliiii'il to llie 
confraternity of the guild. Methods of nro'lll, il « w ■«. 

Defects KTvbg^eJewSteStC^^^^ 
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the right of dealing in cotton goods was confined to the 
confraternity of the merchant guild: to be a master-weaver 
had almost the significance of a public office. Besides 
other qualifications, there was the condition of a formal 
examination. The sale also was under strict super- 
vision; for a long time a fixed price prevailed, and a 
maximum sale was officially prescribed for each dealer. 
The dealer had to dispose of his wares to the weaver, 
because the latter had guaranteed to him a monopoly of 
the export trade.” ^ 

Under such conditions the new machine-industry could 
make little advance. Excepting in the case of the woollen 
industries, England had for the most part already shaken 
off the old regulations before 1770, In particular, the 
cotton trade, which was in the vanguard of the movement, 
being of recent growth and settling outside the guild towns, 
had never known such restrictions, and therefore lent itself 
to the new order with a far greater facility than the older 
trades. Moreover, England was free from the innumerable 
and vexatious local taxes and restrictions prevalent in 
France and in the petty governments of Germany. 
Although the major part of these foolish and pernicious 
regulations has been long swept away from Germany and 
other continental nations, the retarding infiuence they 
exercised, in common with the wider national system of 
protection which still survives, kept back the cotton 
industry, so that in Germany it still stands far behind its 
place in England.® 

The following figures show how substantial was the lead 
held by England in the cotton manufacture a little before 
the middle of the century. 

^ Schulze-Gacvernitz, Der Grosshetncby p. 34. 

® In 18S2 42 per cent, of the German textile industry was still con- 
ducted in the home or domestic workshop, while only 38 per cent, was 
carried on in factories employing more than 50 persons. More weavers 
were still enjraged with handdooms than with power-looms, and the 
latter was so little developed that the hand -loom could still hold its own 
in many articles. Knitting;, lace-making, and other minor textile indus- 
tries are still in the main home industries . — {^Social Peace^ p. 113,) 
'‘While in England in 18S5 each spinning or weaving mill had an 
average of 191 operatives, each spinning mill in Germany in 18S2 
employed an average of 10 persons only.” — (Brentano, HourSy WagtSy 
and ProdueHmy p. 64.) 
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NUMBER OF SPINDLES WORKING IN COTTON MILLS IN 1846.^ 


England and Wales 

Spindlea. 

. 15.554,619 

Scotland 

. 1,727,871 

Ireland .... 

, . 215,503 

Austria and Italy . 

. 1,500,000 

France .... 

. . 3,500,000 

Belgium 

. . 420,000 

. 650,000 

Switzerland . 

Russia .... 

• 7,585,000 

United States 

. . 3,500,000 

States of the Zollverein 

. 815,000 


35,467,993 


Making due allowance for the necessary inexactitude of 
such a table, it remains reasonable to suppose that Great 
Britain m the middle of the century was doing half the 
cotton spinning for the civilised world. 

Lastly, the national trade policy of England was of 
signal advantage in her machine development. Her early 
protective system had, by the enlargement of her carrying 
trade and the increase of her colonial possessions, laid the 
foundation of a large complex trade with the more distant 
parts of the world, though for a time it crippled our 
European commerce. While we doubtless sacrificed other 
interests by this course of policy, it must be generally 
admitted that “ English industries would not have advanced 

so rapidly without Protection.’'^ gut ag 

manufacturing industries by Protection, so we undoubtedly 
conserved and strengthened them by Free Trade — first, by 
the remission of tariffs upon the raw materials of manufacture 
and machine-making, and later on by the free admission 
of food stuffs, which were a prime essential to a nation 
destined to specialise in manufacture. France, our chief 
national competitor, weakened her position by a double 
protective policy, not merely refusing admittance to foreign 
manufactures in her markets, but retaining heavy duties 
upon the importation of foreign coal and iron, the founda- 
tional constituents of machine-production. This protective 
policy, adopted by nations whose skill, industry, and natural 
resources would have rendered them formidable competitors 

^ Ure, Philosophy of Alofiufactures^ p. 515. 

® Toynbee, Industrial Revolution^ p. 79. 
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to English manufacturers, has hindered considerably the 
operation of those economic forces which impel old and 
thickly-peopled countries to specialise in manufacture and 
trade, and so has retarded the general development of 
modern machine-production. But while protective tariffs 
indisputably operate in this way, it is not possible to 
determine the extent of their influence. In a large 
country of rich resouices a high degree of specialisation 
in manufacture is possible in spite of a protective policy. 
The pressure of high wages is an economic force more 
powerfully operative than any other in stimulating the 
adoption of elaborate machinery,^ Both in the textile and 
the iron industries the United States present examples of 
factory dcvelopinent more advanced even than those of 
England. Certain processes of warping and windmg are 
done by machinery in America which are still done by hand 
labour in England® The chain and nail-making trades, 
which employ large numbers of women in South Stafford- 
shire and Worcestershire, are conducted more cheaply 
by machinery in America.® Moreover, the high standard 
of living and the greater skill of the American operatives 
enables them to tend more machines. In German 
factories a weaver tends two, or rarely three looms; in 
Lancashire women weavers undertake four, and in Massa- 
chusetts often six looms, and sometimes eight.^ 

Thus we see how the new industrial forces were deter- 
mined in the order of their operation by the character and 
conditions of the several countries, their geographical posi- 
tion and physical resources, the elements of racial character, 
political and industrial institutions, deliberate economic 
policies, and, above all, by the absorbing nature of the 
military and political events contemporary with the outburst 
of inventive ingenuity. The composition of these forces 
determined the several lines of less resistance along which 
the new industry moved. 

The exact measurement of so multiform a force is 

^ The highly elaborate American machine industry of watch-making 
is a striking example of this influence of high wages. Cf. Schuhe- 
Sffciai Peace, ^ 125. 

® Schoenhof, JSconomy af High Wagts, p. 279. 

’ Ibid., pp. 225, 226. 

* Schulze- Gaevernitz, p. 66 (note). This six and eight-loom weaving 
is, however, at a lower speed. 
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impossible. It seems desirable, however, to make some com- 
parative statement of the level of modern industrial develop- 
ment attained by the chief civilised nations of the woild. 
With this object certain ciiteria of material progicss have 
been selected, the principal branches of the mining industry, 
the iron and steel trade, and the most important of the 
textile trades; transport is best repiesented by the statistics 
of railroads and shipping. In regard to the true industrial 
development of a country, consumption is, however, in 
reality more instructive than production; we have therefore 
added certain figures measuring the comparative consumi)- 
tion of certain staple commodities by the chief industrial 
nations. Finally, a selection has been made of comparative 
statistics of occupations made from recent official publicalion.s 
of the Board of Trade. The appended tables and dia- 
grams, however, will serve to indicate (i) the comparative 
development of the chief industrial nations in certain 
leading branches of industry and of consumption; { 2 ) the 
absolute size of certain national industries 


Comparative Table, Production and Consumption.^ 
{Per caput of the respective populations^) 



Exports 

(domestic 

merchaadise). 

Railways 
(mileage per 

XO.QOO). 

1^ 

ill 

g a 

III 

"h 

1 

"C 

1 

og 

United JCingdom . 

^< 3.8 

5,2s 

0.12 

35 ^ 

o.zS 

3.«9 

Russia . 

0.6 

— 

0.0X4 

145 

0.02 

(J.15 

U.S.A. 

3*9 


0.17 

274 

0.2U 

3 * 3b 

Austria-Hungary , 

1-7 

4.C6 

0.0J 

223 

0.03 

0.40 

France 

4-1 

7 - 4<3 

0.04 

473 

0.0b 

1 , 1 $ 

Italy . 

1-7 

— 

— 

2S3 


0.1$ 

Germany 

3-9 

6.4 

1 O.ll 

200 

0.14 

2,70 

Belgium 

X0.5 

6.03 

O.IO 

4xS 

0.13 

2.79 


^ Selected from Table in Cd. 17O1, xxviii. 
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£eJ.gvunL6-05 



z z- ~io 




WHEAT CONSUMPTION, LBS. PER CAPUT. 
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PIG IRON CONSUMPTION, TONS PER CAPUT. 
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COAL, TONS PER CAPUT. 


the evolution of 



£&lgiiun,21d 



RAW COTTON (LBS.). 
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Giiowth oi' World’s Production of Coal.^ 



Aveinge Annual Incre-ise of 
Coal Production. 

Short tons of sooo lbs. 

(000 omitted) 

Actual 
Total 
Quantity 
in igncj 

Percentage Rate of 
Increase. 

iu7o 

to 

x88o 

iCQo 

to 

X890 

r8.jo 

to 

igno 

XB70 

to 

xPSo 

iSBo 

to 

iBgo 

xSgo 

to 

xgoo 

U S.A. 

3.4CS 

8,C23 

11,191 

269,683 

94 

121 

71 

Great J 3 tilnin 

4,092 

3,SSo 

4.S7D 

252,203 

33 

24 

24 

Germany^ .. 

2,707 

3.322 

6,641 

164,805 

74 

51 

67 

France 

6S2 

741 

S06 

36,812 

47 

35 

28 

AusLiia 

711 

1,401 

1,269 

43»0” 

77 

86 

42 

Dclgium . . 

352 

3S4 

340 

25*856 

S3 

21 

rs 

Russia 

2S3 

306 

1,117 

17,799 

385 

ss 

16S 

Japan 


292 

526 

8,187 



iSo 

Spain 

— 

1.335 

134 

2,947 

— 

— 

120 

Italy 

9, 

2d 

ir 

530 

137 

170 

27 

India 

1,000- 

144 

244 

6,853 

— 

144 

189 

Canada 

1,42s® 

J43 

31Z 

5,322 

— 

119 

71 

New S. Wales 

67 

179 

374 

6, 1 OS 

69 

109 

80 

N. Zealand ... 


3 « 

5* 

1,225 


142 

73 

Queensland ... 

4 

31 

iS 

557 

lOo 

4S3 

47 

Other \ 

(’ountries J 

176 

389 

422 

4,082 


I 2 I 

S 


Coal. — Quantity of tons produced in 1900: — 
Great Britain ... ... 252,000,000 

U.S.A. ... ... 270,000,000 

Ocimany ... ... 1^5,000,000 

1 'ranee ... ... 37,000,000 

Austria ... ... 43,000,000 

lielgiuni ... ... 2^,000,000 

Japan ... ... 8,000,000 

Stef.l. — Q uantity of tons pinchircd in 1901: — 
Great Britain ... ... /i, 904,000 

U.S.A. ... ... 13,474,000 

Germany ... ... 6,394,000 

France ... .. 1,425,000 

Au.stria ... ... 1,500,000 

Belgium ... ... 653,000 


’ Biitish Indmtrks undu lute Tituh IIsuDlrl Cox), p. 351. 

Fislicr Unwin. Induding lignite. 

® Total production in 1890; not increase over the decade. 
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Shipbuilding. — T onnage of vcs.'jcIs of loo tons and over, 


built 1900, as recorded 


in Llo)’d’s Register Hook;- 


U.K. 

1.459.407 

U.S.A 

=97.03‘ 

Germany 

211,850 

France 

101,318 

Austria 

1 4.945 

Belgium and Holland ... 

39.793 

Japan 

>3,335 


Merchant Navies of the Ciiif.f Maritime Nations. 
In millions of tons [steam n?ui sailing ions toji^ethef). 


Year. 

U.K. 

Riit. 

Poss'ns. 

Ger- 

many. 

U,S.A 

France. 

Norw.'iy 

luly. 


1850 

3-6 

0.7 

■ ■ 

1.6 

0.7 

f >*.3 



1S60 

4.6 

X.O 


2.5 

1.0 

0.5 



1870 

5-7 

1.4 

0.9 

»-s 

2.1 

I.O 

l.n 


1880 

6.() 

1*9 

1.2 

1-3 

0.9 


X.O 

0 I 

1890 

8,0 

1*7 

1.4 

0.9 

0.9 

L 7 

0 8 

th l 

1900 

9.3 1 

1.4 

1.9 

0.8 

I.O 

I.*; 

0.9 

0,8 

1901 

9*6 

I - 5 

2.x 

0.9 

1. 1 

I.'? 

I.O 

0.0 

1902 

10,0 

1*5 


0.9 

. .. 

1 

1 

■* 



Merchant Steamships Chief Nation.s in lyoi. 


U.K. 

British Possessions 

Germany 

U.S.A. 

France 

Norway 

Italy 

Japan 


Tiiiii. 


7,<'i7,7W 
57 1, « Vi 
i,5or05ii 
420,72-! 
5Vi.54i 


531.143 

424,711 

583,067 


[Chioaa-Money, EUmtnts tf tht h'iseel qutsHatt, iiji. 1C6, tf,?.] 



CHAPTER V, 


SIZE AND STRUCTURE OF THE MODERN BUSINESS. 

§ r. General measure of growth of Business-stmc/nrc. 

§ 2. Evidence of ike relative Economy of large and s?nall 

Businesses in United States. 

§ 3. Testimony from Great Britain^ Germany^ and France. 

§ 4. Concentration in Transport Industry. 

§ 5. Concentration in Banking and Insurance. 

§ 6 . Concentration in Distributive Processes. 

§ 7. Concentration in Agriculture. 

§ 8. Survival of small Farms. 

§ 9. Summary of mechanical tendencies. 

^ 10, Economies of Productive Power in large Businesses. 
ij II. Economies of Competitive Power. 

§12. Survival of small Businesses. 

§13. The morbid survival of small Sweating Businesses. 

§ 14. General Summary of the opposed tendencies. 

§15. 2 he typical magnihide of a Business. 

§ I, How far can we trace in modern industry a general 
tendency to the formation of larger business-units in which 
capital plays a relatively more important part than labour, 
and which tend to displace competition by various forms of 
trade agreement or by amalgamation ? 

Of the growth in the size of businesses, the increasing 
importance of capital, and the diminishing number of 
businesses in a trade, we have statistical evidence relating 
10 certain fields of industry. 

The largest mass of evidence is presented in the Com- 
parative Summary taken of the Tw'clflh Census of the 
United States relating to manufactures. We have there a 
comparison of the general conditions of manufacturing 
development during recent decades and of the several 
departmental and local divisions of manufacture. Although 
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ceitain changes in modes of enumeration on the one hand, 
and difficulties of accurate ascerlainment on the other hand, 
impair the exactitude of the resuhs.i these crrois are not 
large enough to invalidate the general results of the mvesti- 
gation 


„ Number of 

^oar. Estalilislimcnts. 

1900 5 I 2 jJ 9 I 
1890 355 , fS 
1880 253,853 


Capital. 

$9,813,834,310 

6,525,050,759 

2,790,272,606 


Number of 
Wacte-carners. 

5,306,143 

4 , 2 S>,S 35 

2,732,595 


Value of 
PjiHluets. 

$13,000,149,159 

9,373,378,843 


From this table it appears that ia the United States the 
average size of a business alike in capital and labour i.s 
growing, that the factor of capital is growing faster than 
that of labour, while the value of the product though larger 
per business unit® barely keeps pace with the growth of 
labour and falls far short of the growth of capital. 

It is quite evident that these figures do not support any 
general judgment of the rapid conccnliation of capital 
throughout the manufacturing industries of America. 
Bearing in mind the growth of industrial combination 
which has given a few huge businesses command of a 
large proportion of the market in many manufactures, we 
must recognise in this growth of the nuinbcir of separate 
establishments, a growth twice as fast as that of the 
American population,^ a sUiking proof of the increase of 
small manufacturing establishments. 

§ 2, If in the group analysis of manufactures*' we turn to 
the groups where capitalist methods have made most 
advance, the textile, food, iron, steel and metal industries, 


^ Comparisons between the Censuses of i8()0 and 2900 are inr>re 
valid than those between 18S0 and 1S90, especially as rcgarils capital. 
A new method of computing the mini ber of employees ui lyoo results 
in some variation of the avciage numbers as lietwi'LMi (Ik* two censuses. 
Moreover, classes of “overseers and foremen” includtnl in arc 
excluded from “wage-earners” in 1900. 

® The total number of manufacluiing establisliinents iucrea.setl by 
lor.S per cent, between 1880 and 1900, while the total value of the 
product increased 142.2 per cent. 

3 PERCENTAGE OK INCREASE. 


Pttpul'Uinn, 

1890101900 20.7 ... 

1880 to 1S90 24.9 

* Abstract of the Twelfth Census. Table 156. 


r»u', incest*'. 

44.1 

400 
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leather, paper and printing, chemicals and vehicles, we 
still find that, while the amount of capital per business is 
consideraBly greater, and the amount of labour somewhat 
greater, the aggregate increase of establishments grows at 
least as fast as the population (except in the leather trades), 
while the growth of the value of the product, though some- 
what greater than the growth in the number of businesses, 
fails in every such group to keep pace with the growth of 
capital. 

In these pre-eminently capitalistic industries there is 
overwhelming testimony to a strong survival and growth 
of small plants as a counter-tendency to coiicentrative 
capitalism. The textile industries, to which machine- 
industry and capitalist methods were earliest applied, 
exhibit in a marked degree these cross-tendencies, as the 
following statistics indicate : — 


Nunil)i*r of 

lit I. 


Capital 


1900 30,048 $1,36(1,604,058 

1890 16,847 1,008,050,368 

1880 14,137 59*1»922,734 


No. of V.ilue of 

W orhers Pi oiliu t. 

1,029,9 1 D 3,373,880, 877 
824,138 1,636,197,191 

710,493 1,171,165,325 


If instead of taking the entire area of the United States 
wc confine ourselves to the North Atlantic division, which 
contains the largest proportion of developed manufactures, 
there is no marked difference in the tendencies. 


Niiiubtr rif 
Kil.i1ili>tlinii 


CapUul. 


igoo 204,2f)S $5,399,73 S.o 7'> 

iHrjo iri2,7gr. 3.548,388,553 

1880 n 2,680 1,719,212,322 


No. uf ValiiQ nf 

Woiherf!. rioiluct. 

2,773,117 16,498,058,774 
2,3*7,736 4,896,743,650 

1,693,016 3,106,053,580 


Narrowing our inquiry yet further to the most manu- 
faclui mg of all the Slates, Massachusetts, wc still find that, 
in spite of the large growth of capital per business, the 
number of cstaljlishniciils grows apace, increasing in fact 
faster than the number of employees, and exhibiting a 
.smaller aviTage value of product per business-unit. 


Nuiiiliur of 
Est.ililishiiu'nt*!. 

1900 29,180 

1850 36,933 

1880 14,352 


Cnpit.'il. 

8823,26.1,287 

630,032,341 

303 ,So/'.,i 8 s 


NcM>f 
Wf,i leers. 


499,448 

447,370 

352,355 


Value of 
Pioilui.t. 

$1,035,108,989 

888,160,403 

631,135,284 


Finally, if wc accept Mr, Erlwanl Atkinson’s analysis of 
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the Census lesults relating to the typical inanufacLures of 
textiles, boots and shoos, in Massachusetts, we have a 
measure of the relative status of large and small establish- 
ments, which is certainly unfavourable to the economy of 
the former, indicating as it does the superior economy both 
of capital and labour in the smaller plants. 


TEXTILES, BOOTS ANJD SHOES. 

Collective. IinHviiln.il 

No. of establi.shments 1,078 ... 2 8, ion 

Machinery and tools (per estab- 
lishment) $713,400 ... ?4,2cir> 

Average number of workers ... 1S6 ... io.;j7 

Average earnings 5393 ... §503 

Average product per person ... $1,528 ... $2,500 


Taking the manufacturing industries of the United Stales 
as a whole, there seems overwhelming proof that no general 
tendency exists favourable to the substitution of gu*at 
factories for small workshops and homo industry. 

But in many particular industries, or branches of in- 
dustries, the law of the economy of large eslablishnii/nls is 
plainly operative. In the textile and shoe trades, ns in 
many others where the factory system has heeii fully ch). 
veloped, this system only absorbs a certain section of Uic 
trade, leaving to smaller workshops or individual wni leers 
much of the best and the wonst work, the iormcr oun .ii.ting 
in special orders or finishing processes where inilivuliuil 
skill and care are recjuired, the latter in low-grado routiiui 
work where “sweated” labour can undersell Hirlory 
products. 

If from .such industries we turn to those which are i n 
tirely confined to factories we find strong tesliniimy to the 
superior economy of large-scale production. Agricultural 
implements, a typical American machine-industry, will servo 
as an example. Here with an increasing capital and labrnir 
and a cutresponding increase in value of product we llnrl a 
diminishing number of establishments. 


At; RICULTURAL IMPI.KM KNTS. 


No 111 
Jili'ihiiiuitji, 

Cnpitfil. 

Nt>. of 
Wo>k<'M. 

Villlli* nf 

1 . 

715 

57.707,95* 

4fi,5R3 

.? 101,207,428 

910 

I45,3I3,9'I7 

38,827 

81,271,051 

hW 

62 ,io 9 ,G 08 

39,580 

<35,^)40,480 


1900 

I1S90 

1880 
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In almost all the industries connected with iron and steel 
the metal and machine-making manufactures, the same 
tendendes are visible; the number of establishments does 
not show any considerable increase, sometimes declines, 
while both capital and product are much larger than 
before. 

The single great instance of iron and steel must suffice to 
illustrate this truth. 


IRON AND STEEL. 


EbtatUshnicnta. Capital. 

igoo 668 $573 i39Ii663 

1890 645 372,678,018 

1880 1,005 230,971,884 


No. or 

Workers 


222,490 

148,715 

140,978 _ 


Value of 
Product. 

$803,965,273 

430,954,348 

296.557,685 


Almost all departments of brass work, cutlery, foundry 
supplies, hardware, the special iron and steel trades, jewellery, 
musical instruments, sewing machines, fire-arms, shipbuild- 
ing, come under this economy of large production; other 
trades conforming in a very marked degree to the same law 
are boots and shoes (factory products), bricks and tiles, 
carriages and cars, chemicals, clocks, cooperage, leather, 
saddlery, malt liquors, paper and wood pulp, pottery, soap 
and candles, smoking tobacco, umbrellas. 

§ 3. In Great Britain, though no such large volume of 
ordered testimony is available, a large variety of evidence 
attests the operation of the same forces in the staple manu- 
factures. In the fundamental textile and metal industries, 
in milling, brewing, chemicals, the leather, glass, pottery, 
paper and other machine industries, the size of a single 
plant and still more the size of a business has been growing, 
while the growth of the capital factor in the business 
exceeds that of the labour factor. Under domestic textile 
manufacture the value of the tools was, as a rule, equivalent 
only to a few months' wages. In 1845 McCulloch estimated 
that the fixed capital in well-appointed English cotton mills 
amounted to about two years' wages of an operative.^ In 
1890 Professor Marshall assigns a capital in plant amount- 
ing to about ;^2O0, or five years' wages, for every man, 
woman, or child engaged in a fully-equipped spinning mill.® 

The actual growth in the capital-size of a mill in the 


* Porter, Progress eftht Nation^ p. ai6. 
a Principle of Economics (second edition), p. .282. 
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typical modern industry, the cotton trade, is illustialed by 
the following estimate of the increase of the average number 
of spindles and looms to a single factoiy between 1850 and 
1885, though these figures take no account of the inci eased 
speed and efficiency of the machines: — 

Spimllcs Lioiiin!i. 

1850 ... 10,858 ... 15s 

1S85 ... 157327 ... 213 

Even these statistics do not fully represent tlic laets, for 
they include a considerable number of mills of the older 
soit, where spinning and weaving aie carried on togetlier. 
Taking the more highly specialised spinning mills in the 
Oldham district, Dr, Schulzo-GaeverniLz found an 

aveiage of 65,000 spindles per mill, wliile ilVi la»'gesL con- 
tained as many as 185,000, So also the avcra;*(i nuinlicr of 
power looms per mill in Noith J-ancashire is [>luct*tl at 600, 
the largest number in a single mill being 4,500. 

The growth of joint-stock enterprise iK.Tii as cI.sewluTe 
has caused the size of the business to grow at a far last<jr 
pace than that of the single plant. 

The brewing trade, which witliin the last two /'(‘nerations 
has passed almost entirely into Uie ** company " Imsiiu'ss*, 
exhibits the concentrative tendency in a nmi:ni<al»le di'gn'i;. 

The following figures show the number [»!' coimiuin 
breweis, or “brewers for sale,” as they are ('ailed, jiijice 
1S50: — 


1850 


■ ... 


i860 

... 

. ... 


1870 

... •. 

• ... 

j.!,riK2 

IS80 


• ... 


1S90 


... 


igoo 



<■'.■ 14 / 

iyo3 ... 

... 

. 



In Germany the brewing industry exhilrits a siinilat 
tendency to concciitiation, the number of Im-weiics clt* 
creasing from 1,400 in 1B72 lu 1,050 in 1885, lliinigli a 
large increase in production took place during this period, > 
The comparative statistics of the Industrial Censuses of 
Germany in 1882 and 1895 throw liglit upon Llie broad 

^ Cf. Ely, Mmopolics ami p, i88* 
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tendencies in manufacture, showing tliat while the larger 
businesses grow at a faster pace the small businesses by no 
means tend to disappear, but on the contrary occupy an in- 
creasing proportion of the population. 

While the growth of the population in this period 
amounted to 13.5 per cent, the comparative increase of 
small, moderate, and large establishments was as follows: — 


Small establishments (i to 

iSBs. 

iSgs. 

Increase 
per cent 

5 pel sons) 

Moderate - sized establi.sh- 

3 . 457,950 

3,056,3 >8 

343 

ments (6 to 10 persons). . 
Large establishments (10 

500,079 

833,409 

66.6 

to 50 persons) 

89,623 

1,620,848 

81.8 


While no figures measuring recent tendencies in France 
are available, the Industrial Census of TS96 shows that “la 
grande Industrie” has not made any great advance in 
general manufacture, Out of a total of 575,531 establish- 
ments, 461,354, or four-fifths of the whole number, com- 
prised not more than three employees, while the number 
of great establishments with more than 500 employees 
amounted to no more than 446. 

The distribution over the three main branches of em- 
ployment runs as follows ; — 

Agriculture Industry Commerce 
Pen.cnt.ige. PcLcenliigu, PetcenUge. 

... 92.09 ... 85.03 ... 90.DO 

... 7.89 ... 13.68 ... 9.S2 

0,03 ... I.3I ... 0.18 

... — ... 0.08 ... — 


lOQ 100 100 

8 4. It is, however, not to manufacture but to transport 
industry that we inu.st look for the most conspicuous results 
of the concentrative influence of machinery. The substitute 
of the railroad for the pack-wagon and the stage-coach, of the 
steamship for the sairuig-ves.se), exhibits the largest advance 
of modern capitalism, “'riie cost of a steamship is perhaps 
equivalent to the labour of ten years or more of those who 
work her, while a capital of about ^{^90 0,0 00, 000 invested 
in railways in England and Wale-; i.s equivalent to the work 


I to 4 wagc-caineis 
5 to 50 

50 to 500 „ 

Over $00 „ 
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of about twenty years of the 400,000 ptrjpUi employed on 
thein.”^ Tiic fart that all piivah-Iy inanu.^otl riiilroad.s, 
steam or cleetiic, are joint sloek enicijMi.s ’S, and that all 
sea-transpoit, with thecxoi^jlion of a dimiiiishin;^ piopoition 
of the coast and liver tiade, lias adojited the sinn* Ivpii'ally 
rapitalist form, te.stifu,*s tu the eontvnirative h'ndcn(*y in 
this ilejKirtiiienl of industry. 

S* Next to transport the dcpaitnieiU of wlnae 

the conci'iilrative forces are in stron.Liest and most j^emrral 
operation is finance, usin^^ that term to cnivcr hankinp; and 
insurance, stockhrokin;', hill broking', iiiul money lendiirj; 
of every kind 

'riicse rnonetaiy husini“jKe;. formed the mdltt of 
m[)dein capitalism: they wi-ie the catlk'st to adopt th<! 
form of joint slock cntciprisif, ami to assuim* an inlc.r- 
national area of opiaation, <\'tpita] <;\))aiirls in tlieui out of 
«ill relation to labour, and thi^ advantage of a ]ai};r tapital 
over a small capital is normally j;H‘ater than in any otlur 
business operation. 

'riie spread of an ehliorate ciedil system throuphoul the 
business world is in such close conni ction with improvcil 
machinery of coniinunicalion that llm whole of iiiodt rn 
finance may he nmsi(U*rt'd to irst upon a merhauirat basis. 
In the rieatiou and mobilisation of cicdit, by whiili the 
l^p'cal. mass of modern business tnmsariioiet is comludeii, 
the large financial business enjoys an obviom; supetimiiy, 
Large financial operations for g<ivernmentH and foi in 
dustrial corporations ran iinly be undet taken by great 
finamiial houses, and tiiough detailed Im at 01 trade kmiw 
ledge may form the basis for the survival of the small 
moneydender and the small broking firm, the amount c/f 
financial independence enjoyed by smalh r fitms is always 
diminishing, so tliat they puss into the fouu oi ag^'iidrs 01 
branches of some gnsnt finance company. 

IhigeliOt, writing a generation ago, i iuphasised this 
tendency: large bank always (ends to hetome i.oget, 

and a smalt bank to be(*ome smaller/’ Since be wtotis the 
private bank, has larg«:ly disappeared in (Ireut ihitain hcfoic 
the great joint sUu'k hanks, whose branches spread alt over 
the country, 'riie deposits in Urtiish banks are estimated to 


> ManlhaU (and ed.}, p aSj;. 
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have increasL-d from ;^3So,coe,'^oo in 1875 ^J^59»C)oo,coo 
in 1903, un iiiiTcasc of 147 per cent, in J7 ycais.^ L'j- 
Uveen and 1903 tliu niiuibcr of bank oflir.cs has grown 
from 2,orjS to <"*,59-*, ciiiiicly due lo the extension of branch 
banking. Scotiaiid, liie railiesi country to develop a geneiul 
use of laiiil.ing liif’ilitif uxliil/its the concentration 

of banking iiidn .try. Jn 1KX3 h * I.arl ten banks with 012 
branches, in ten^ banks with 1,015 blanches. In 

Kngland ainalgiunation is rapidly rxIiTininating jtrivate and 
piotaietory banks, IJaHlay*s Bank has Uiken ov<jr 24 other 
businesses, Parr’s as many, while Lloyd’.s has absoibed 3M 
other bankingdiouscs. 

A similar concentration of insurance business is every- 
where discernible, Nowhere is tluf economic advantage of 
a large over a small capital so (obvious as In the insuiance 
business. 'I'lie numlier American life insurance oificits 
has been si '-udily diminishing during the last quarter of a 
century, the smiillcT number doing an immensely larger 
business, In 1S73 the number was 56, with an inconui of 
$1 18,396,502; and in 1897 the number was 35, with an 
income of $30 j ,268, j 79. 

55 6. 'PIk! I om\aitrativ(! forces in commerce are Icsh easily 
aHcerlaincd; but, as regards wholesale operations, lire re can 
be no doubt tliat an increasing projrortion of the distributive 
business is passiirg into the hands of largfj and p.iowing 
iirms. Over a cnnsider'able area id' wbolcsah: tuule the 
.setarute mercantile slag*; bus beetr elimiirated, espucially 
whttre tla; goods in rpiestion arc raw materials or untini.brsl 
rnanufacUirtis, ICillrer llu* rnamifacturer immliases his 
maltMiiils direct fnirn the pr’oducers by n-gnlur prot-css of 
contnn t, or sr-ls up pr<idunng plants of his own, as where 
jam mannfaciirrers owrr fruit plantations or ironworks 
acquire collierie.s. In many ollrer c:ascs the producer 
siqiplies the retailer din.-ct, as in the case of most patent 
or packet goods ami rrver a largo part <jf the clothing 
busino.sscs ; or undertakes the entire wholesale ami retail 
(listribution, as do ccitaitr shoe factories, collieries, etc, 
Mo.st ordinary articles oi timnufacaute are supplu'd today 
directly fronr the factories to the retail**i,s. Wlieu; the 
wliolcsalc merchant still renraiiis as a distinct distributive 


* /friiisA imimtrkx^ p. 91, 
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Stage, he is usually either an impoitcr of rniui,L;n produce oi 
a collector of foods and oilier puiishahlu home pioduce. 
Such businesses paitake moie and mine of a speculative 
character, involving more largely the eleineiit of ci edit and 
becoming in most instance-j an appanage ol linance. Eor 
successful business upon these lines, laige capital is essential, 
and while the enormous giowth of tin* ccmiiiiercial classes 
in all countries attests the mass of business done;, this in- 
crease is in clerks, agents, coiiimeMM'al travelli rs, cii:,, not in 
the number of empluyors. 

The application of joint stock tMilerprisi- to retail tiacling 
goes on apace. Gigantic stores, tending to become “uni- 
vei sal providers,” like Whiteley’s ami Ihuker’s, or covering 
a wide area of wants, like Nlaple^i or Spitas tSr Pond, 
spring up in the large cities, taking an increasing propoition 
of retail business. Other conipanirs, nion; specialised, 
extend their biKsiiiess through nuineioiis branches, as in the 
grocery and provision trades, milk, tvstaiirants, fish, and 
game trades. In some of tlie-se thi; retail companies 
strengthen themselves liy enlering tia: prtiduriivc processes 
of farming and inanufiicture; larmi fivi|uenlly the manu- 
fnclurers themselves ai’ijuire retail slon**; or opi-raie through 
“tied” shops, as in the shoi*, jowellciy, and toliacco trades 

§ 7. All general measuremcnls of tlio concimlralive fort'es 
of capitalism us ai»jilii:d to ai'iIciiUuic* arc* extremely <lifjkult 
to compass. 

In such countiies, liowever, a.s the United States, where 
agricultural machinery has been vety hilly applie<l, it is 
clearly established that the si/e and value (d faims imrrease 
in those dcpartment.s ul agiii’iilturo where inaeliinery can 
be most largely utilisiKl, and that the ra))iuil value of these 
farms as well as the value of the ptuiUicl iiirreases more 
rapidly than the inrirase of labour empltiyed uiion tliem, 

A careful nionugruph upon Amcricui agrieultiiie recently 
published^ shows that in the Noitb (Jenlial Slates, whii*h 
arc most largely devoted to Ih'ld ciops, in the nillivalicm i>f 
which machinery is most developed, a ronsidcralile im lease 
in the sixe of farms (including iniiinwod land only) has 
resulted, amounting to 26.4 per for the dcccniiium 

’ T/tr Tujlmma of Farm Miuhinety tm awt lAibrnr^ by 

II, \V, (^uiiiutaucu. Nov. n^u.i. 
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1880-90, and 41.8 per cent, for the two decennia iSSo-igoo. 
In other divisions of the United States, where eitliei a large 
multiplication of negro faiming, ensuant on the breaking of 
plantations, has taken place, as in the South Atlantic and 
South Cential States, or where market-gardening and orchard 
products form impoitant and growing features, as in parts 
of the North Atlantic and Western divisions, the tendency 
of machinery to increase the area of the farm is either 
entirely or partially counterbalanced by these forces making 
for small culture. 

But while these tendencies have kept the improved area 
of an average farm for the United States as a whole from 
increasing,^ the capital value of an American farm and the 
value per acre of its product are increasing tolerably fast. 
The following table indicates this growth, and makes it 
quite evident that American agriculture as a whole is being 
brought by machinery into a form where capital performs a 
more important and labour a relatively less important 
part: — ^ 


Average value of all faim 

3nsc 

18S0. 

xBgo. 

xgoo. 

property .... 
Aveiag e value of farms (land 

« 3 . 5 iS = 

100 

138.3 

1858 

and improvements) . 
Average value of implements 

« 2 ,S 3 S = 

100 

138,6 

189 0 

and machines . 

Farmers, planters, and over- 

*136 = 

100 

Ill.O 

1529 

seers .... 

828,800 = 

100 

— 

127.4 

Agricultural labourers . 

352,765 = 

100 

— 

1736 


The fact that the employed or dependent class has in- 
creased 73.6 per cent, during the period 1880-1900, while 
the employing or independent class has increased only 27.4 
per cent, is a strong corroborative testimony to the growth 
of the concentrativc process. 

^ The actual size of farms (including uniinpruved lands) shows a 
marlvecl increase since iSSo as cumpared wilh a decline in the several 
preceding decades. 

“ This decline in the importance of labour is made cleaier by the 
following figures from the Census: — 

1900. 1G9Q. tSCo. 

Agricultural labourers . . . 612.418 359 i ^94 332 > 5^5 

farmeis, planters, auil overseers . 1,056,237 1,091,867 828,800 


1,668,655 


1,451,761 1,181,365 
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Thou-^h much of the improvements in agriculture is due 
to better methods of cultivation, the use of feitilisers, irriga- 
tion inipioved rotation, better seeds, etc., most of these are 
closely related to the use of modern machinery, which must 
be regarded as the representative agency of capitalism,i 

The following table contains an estimate of the economy 
achieved in producing the crops where machinery is most 
largely used, expressed in units of time of man-labour: — 



Name and quantity of 
crop produced, and de- 

bcriptionof work done. 

1 Year of Production. 


Time Worked. 

Unit 










• 

X. 

Hand. 

Machine, 

fhs. 

Min. 

Ills. 

Mil] 

3 

Uailey; 30 bushels 
(i acre) barley . 

1829-30 

1895-96 

03 

35-0 

2 

42. 8 

9 

Corn : 40 bushels (l 
acre) yellow coin, 
husked; stalks left 
in field . . « < 

iSss 

1894 

38 

450 

IS 

7.8 

10 

Cotton. Sy hand, 
750 pounds; by 
machine, 1000 
pounds (i acie) 
seed cotton . . 

IS4I 

iSpS 

167 

4S.O 

78 

43.0 

12 

11 ay: Harvesting I 
ton (i acre) timo- 
thy hay . « . 

xiiSo 


21 

5.0 

J 

so. 5 

*3 

Oats: 40 bushels (I 
acre) oats . . . 

1S3O 

1893 

66 

15.0 

7 

5.8 

16 

Potatoes ; 220 bush- 
els ( I acre) poLat u es 

' iS£6 

1895 

loS 

SS -0 

38 


*7 

Rice: 2,640 pounds 
(I acre] rough rice 

IS7O 

1895 

62 

5*0 

17 

2.5 

1 

Rye: 25 bushels (i 
acre) rye . . . 

1547-48 

1894-95 

63 

5«.9 

25 

10,0 

, i 
’1 

Wheat: 20 bushels 
(i acre) wheat 

IS29-3O 

1895 96 

61 

5^0 

3 

19.2 


^ Quaintance, p. 20. 
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The increased effectiveness of labour thus indicated 
vaiies from 150 per cent, in the case of rye to 2,244 per 
cent in the case of barley, yielding an average increased 
productivity of about 500 per cent^ 

§ 8. But while this concentrative force of machinery has 
been so strong in certain kinds of agriculture as to raise the 
average size of the farm as a unit of value and of produc- 
tivity, it by no means follows that small farming everywhere 
tends to disappear. The reduced area of improved land 
per farm in every division except the North Central shows 
at any rate that capitalism in American agriculture docs not 
generally imply large farms. In fact intensive and scientific 
as distinguished from merely mechanical cultivation every- 
where makes for small farms, though involving in many 
cases an increased use of capital per acre. Uniform shape 
and character of land, a sort not so rich or so well-situated 
with regard to markets as to repay garden-culture, and yet 
sufficiently good and accessible to be worth cultivation by 
machinery, such are the conditions most favourable to large 
farming, In proportion as markets for the finer fruits, 
flowers, poultry, and other farm products which involve 
minute individual care and skill become relatively more im- 
portant than the markets for staple crops and ordinary 
cattle, the forces making for large farms, or even for large 
capitalism in farming, will probably be diminished. Indeed, 
though in almost every branch of agricultural work machinery 
and other labour-saving contrivances are^ used to an increas- 
ing extent, this does not involve the elimination of the small, 
independent farmer. Though the great grain farm or 
ranche, worked with machinery and hind labour, is growing 
at such a pace as to weight the “average’* for agriculture as 
a whole in this direction, this is quite consistent with a large 
growth of small farmers. 

Recent evidence from Bel^um throws an interesting light 
upon the conflicting tendencies in agriculture. While large 
estates have increased in number and in the proportion of 
the whole area of the country which they embrace, the 
number and the proportion of very small estates have grown 
still faster; the diminution has occurred in the intermediate 
sizes of property.* These small plots, however, it is main- 

1 Quaintance, p. 33. ® E* Vandevelde, Modem Socialism^ p. 204, 
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lamed, are not farms of small peasants, but strips of land 
cultivated by industrial proletarians, who work them as 
supplementary means of livelihood, either varyini^ yuinnun 
work in agriculture with town wage-woik in winter, or using 
the land for allotments to be cultivated after a clay’s work 
in the town. 

While machinery favours the large as compared with llic 
middling farms, taken along with modern means of irans. 
port in a small, thickly-populated country like lielgiiun, i( 
drives the small peasant more and more into town inclustries* 
The movement is thus summarised by M. Vandcv(‘lde : — 
*‘What cannot be disputed is the progressive intensilicalion 
of agriculture, the development of the use of machinery- in 
a word, the inciease of fixed capital in coiii|)arison with 
circulating (/, c., in comparison with capital foi paying manual 
labour); agriculture is becoming industrialised; arable land 
is turned into pasture; we see the multiplication of ngrii ul- 
tural industries— distilling, sugar-making, the mmuilactUK* 
of chicory, of syrups, etc,; and in conseciuence of this trans- 
formation, more and more of the population of the rural 
districts is splitting into two quite distinct classes, see 
there a growing prolel.nrial, marie up of ngricullural laboinors, 
who arc the minority; industrial lalionrers, who go oil daily 
to work elsewhere; and what may be callcrl lialf-aiifl-half 
labourers, half agricultural, half indusln’al, working in the 
sugar factories at ccUain periods, harvesting nl (jLIuts, going 
to the collieries in winter, to resume work in the fields in 
the spring,”! 

§ 9. It is thus quite evident that economies of machinery 
and power are operating in many fields of indnslry— • 

(1) To increase the size of the individual "plant*' and 

"establishment,” employing a larger co-opci alive 
unit of capital and labour to produce a lancer 
"output.” '' 

(2) 'Fo increase the size and importance of capital in 

comparison with labour. 

(3) 'I'o produce greater difierenlialion and spi-cialisation 

of capital and labour, so as to give increaiiud com- 
plexity to the Ijusiness-unit. 

This economy of macln'nery is furlhc.st advanced in Ihit 

* Motimi Smaiism, p. 213. 
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staple manufactures where a large, regular demand for the 
same products exists, and where materials and methods are 
most capable of standardisation. A large and increasing 
share of the transport trades, where steam and electric 
power are utilised, comes under this same economy. The 
same tendency, less advanced, is operative over large parts 
of the mining industries, and over certain portions of 
agriculture. Wholesale trade is less amenable to the con- 
centrative force of machine-economy, except so far as it 
involves the physical handling of large quantities of goods, 
while retail trade makes the smallest use of mechanical 
methods. 

liut this merely mechanical economy does not carry 
us very far in interpreting the concentrative tendency 
of capitalism. The increased size and complexity and 
“capitalist” nature of a single “plant” is represented by 
the growing cost and productivity of a modern textile or 
flour '*mill,” as compared with the more primitive mill it 
displaces, or the superior carrying capacity of a modern 
railway train or steamship as compared with primitive 
vehicles. Now the true economic unit of capitalism is not 
the technical unit of a ^‘plant,” but the industrial and 
financial unit of the “ business.” 

Except in a few instances, merely mechanical economy 
does not go very far towards explaining the larger develop- 
ment of the “business.” Upon this mechanical economy 
is supci imposed a series of other industrial, commercial, 
and financial economies favourable to the big business. 
Where and in proportion as these are operative we find a 
number of technically complete plants or establishments 
fastened by a common control and ownership, and worked 
as a single business. 

Tlie great and growing size of many commercial, financial, 
and even retail distributive businesses makes it quite evident 
that machine-economy is not essential to the concentrative 
tendency of capitalism. Not only do vast businesses spring 
up, destitute of this foundation, but, as we have seen, in 
some manufactures a tolerably complete machine-plant 
forms the basis of small businesses. 

While therefore it is important to enter upon an analysis 
of the economy of the large business by way of a study of 
mechanical efficiency, we must treat this as one element in 
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a complex of economies favouring the large business. It is 
now necessary to make a formal statement of these elements, 
and to set against them other elements favouring the main- 
tenance or increase of small businesses. 

§ 10. The forces which are operating to drive capital to 
group itself in larger and larger masses, and the consequent 
growth of the business-unit, require special study in relation 
to changes effected in the character of competition in the 
market and the establishment of monopolies. 'J’he econ- 
omies which give to the large business an advantage over 
the small business may be divided into two classes- - 
economies of productive power, and economies of com- 
petitive power. 

In the first class will be placed those economies which 
arise from increased subdivision of labour and increased 
efficiency of productive energy, and which represent a net 
saving in the output of human energy in the production of 
a given quantity of commodities, from the standpoint of the 
whole productive community. These include — 

{a) The effort saved in the purchase and transport of 
raw materials in large quantities as compared with small 
quantities, and a corresponding saving in the sale and 
transport of the goods, manufactured or other. Under this 
bead would come the discovery and opening up of neiv 
markets for purchase of raw ixiinlcrials and sale of fini.shed 
goods, and everything which increases the area of effective 
competition and co-operation in industry. 

(^) The adoption of the best modern machinery. Much 
expensive machinery will only “save labour’* when it is 
used to assist in producing a largcj output which ran find a 
tolerably steady market. The number of known or dis- 
coverable inventions for saving labour which are waiting 
either for an incrca.se in the scale of production or for a rise 
in the wages of the labour they might supersede, in order to 
become economically available, may bo considered infinite. 
With every rise in the scale of production some of these 
pass from the “nonpaying’* into the “paying*’ cla.ss and 
represent a net productive gain in saved lal)Our of the 
community. 

{c) The performance of minor or subsidiary processes 
upon the same premisses or in close organic connection 
with the main process, the establishment of a special work- 



MODERN CAPITALISM. 


129 

shop for repairs, various economies in storage, which attend 
large-scale production. 

(//) Economies consisting in saved labour from increased 
efficiency of management, superintendence, clerical and 
olhur non-manual work, which follow each increase of size 
in a normally constiucled business. These are often closely 
related to ns where clerical work is economised by the 
introduction of type-writers or telephonic communication, 
and to (^), as by the establishment of more numerous and 
convenient centres of distribution. 

(e) Economy of place and space. The ability of a large 
business to utilise a given ground-area advantageously for 
productive work and for storage is often a great practical 
economy, measured financially by the smaller part rent 
occupies in establishment expenses. In retail trade where 
superficial ‘‘display” of goods, storage, and elbow-room are 
of prime importance, this is one of the chief factors favouring 
the large “store.” 

(/) The utilisation of waste-products, one of the most 
important practical economies in large-scale production. 

''Fhc capacity to make trial of new experiments in 
machinery and in industrial organisation, 

§ IT. To the class Economies in Competitive Power 
belong those advantages which a large business enjoys in 
competing with smaller businesses, enabling it either to 
take trade away from the latter, or to obtain a higher rate 
of piofits without in any way increasing the net productive- 
ness of the community. This includes — 

(1) A large portion of the economy in advertising, travel- 

ling, local agents, and the superiority of display and touting 
which a large business is able to afford. In most cases by 
far the greater part of this publicity and self-recommenda- 
tion is no economy from the standpoint of the trade or the 
community, but simply represents a gain to one firm com- 
pensated by a loss to others. In not a few cases the 
“trade” may be advantaged to the damage of other trades 
or of the consumer, as when a class of useless or deleterious 
diugs is forced into consumption by persistent methods of 
self-appraisal which deceive the public. _ ^ 

(2) The power of a large business to secure and maintain 
the sole use of some patent or trade secret in machinery or 
method of manufacture which would otherwise have gone 

9 
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to another firm, or would have become public propmty in 
the trade, represents no public economy, anti .si)inetim.;s a 
niibhc loss. Where, however, such irnpnjvcniLnit is due 
solely to the skill and enterpiise of a biismess man, and 
would not have passed into use unless the sole rij;ht wmo 
secured to his business, this economy belongs tn the [iro- 

ductive class. , ^ 

(3) The superior ability of a large bti'.iness to ue|)russ 
wages by the possession of a total or partial monopoly of 
local employment, the corresponding power to olitain law 
material at low prices, or to extort higher prices from con- 
sumers than would obtain under the pressure^ of free 
competition, represent individual business economies which 
may enable a large business to oblain higher piofils. 

The better facilities of credit enjoyed as a tuIl* by large 
firms must be accounted a separate economy. This 
economy is partly a productive advantage, iiniilying a 
greater facility of expansion in business operalionH, partly a 
competitive advantage imparting greater fniodoin in pro- 
cesses of buying and selling and greater power in titling 
over difficulties. 

This particular economy is, of course, most important in 
financial businesses, next in large romnuTcial businesses, 
playing however a considerable part in mining amluianu’ 
factoring businesses, in proportion as the “speculativtj” 
factor is inherent in their conduct. 

§ 12. When, as we perceive to be the case over largtt areas 
of industry, commerce, and other employments, the small 
business survives, this survival may be traced partly to thtj 
absence of some of these leading tendencies towards con- 
centration, partly to the action of countervailing temleiicies, 
positively favourable to the small form of business. 

In considering the physical and economic limitatums to 
the effective application of machinery we have already imli- 
cated certain economies of the small business. (1) Wluire 
the nature of the raw material or of the proce-ss of hand- 
ling it is incalculably and greatly irregular this irregularity 
renders the full application of machinery and routine labour 
impossible. The kind or degree of this irregularity may be 
such as to make success in the busines.s dependent so 
argely upon the skill, genius, character of the operator, or 
upon chance^ as to preclude the use of machinery or of any 
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soit of “routine” economy. The irregularity of material, if 
it relates to cl leap products, may not suffice to defeat the 
net economy of the large business, though precluding the 
full use of raacliine methods. The irregularity in the shape, 
texture, etc., of hides does not prevent tanning from becoming 
an industiy of big-businesses; nor does the irregular shape 
and quality of fimt keep the “canning” and “jam” trades 
in small businesses. Jjut jewel cutting and setting, the 
most artistic grades of the clulhing or dressmaking trades, 
of watchmaking and many other luxury trades where the 
choice and careful manipulation of fine qualities of expen- 
sive materials are concerned, tend to remain in small 
businesses. The most striking instance is in gold-mining, 
where individual digging remains for alluvial deposits while 
“banket” gold is mined by great companies. 

The largest application of this principle is of course in 
agriculture. Small farms tend to survive in proportion to 
(ci) the irregularity of soil, seed, climate, etc., and the con- 
sequent amount of detailed care and skill involved in the 
agricultural processes 5 (ft) the absolute market value of the 
products, vegetable or animal, raised under such conditions. 

lionanza farms for growing great quantities of some single 
crop and applying machine methods may afford to disregard 
minor irregularities of soil, etc. ; large cattle ranches, or even 
fruit farms, may for similar reasons be made to pay. But in 
raising the more delicate and costly plants or fruits, or in 
bleeding the finest types of birds and animals, the factor of 
individual skill and interest is so important as commonly to 
outweigh all economics of large production. 

(2) When the individuality of the consumer impresses 
himself upon an industiy through demand for the satisfac- 
tion of particular needs, an “art” economy is substituted 
for a “routine” 01 “machine” economy. It is this force 
which, in large measure, gives importance to differences of 
mateiial-s, and evokes skill in dealing with them. But even 
where comtilcle standardisation or regularity of materials 
exists, the demand of consumers for goods exactly accom- 
modated to their individual fit or fancy involves skilled 
workmanship, and prohibits the use of machinery or routine 
method. This does not necessarily imply the execution o( 
such orders by small businesses. A large pottery company 
often employs a number of designers and skilled craftsmen 
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in order to stimulate anrl supply Uvi mortj rffcif'd ilMniruuh 
of high-grade customers, just as a large firm of lajinrs fir 
drapers may keep a spcfial order il*‘iMrtini!rit and n “l.Miev 
goods** department. Hut wlirr* lint skill f»r noiiifi fiiml 
process of product ion forms tint rliiot (‘li'uifjiit r>l and of 
cost in a rommodity, and f‘spLTially when tlii ; »)ntpnL of 
skill approaches the malurc of ckiio pt^rsonal ‘tenir'f*, tlif 
small unit of business is apt to sinvivo. Thnugli tin.* 
ordinary work of phf>tography may jias-ing to larj'o 
companies, the more arti-stic work iiriiiaiiis in tliu haiuh, uf 
independent artists. In London the best part fd ilin olork- 
making, the saddleiy and cabiiuamnkini' trados roiiiinrr; in 
small busines.se.s, Kvon whon it is the '’d<*iiiaiids 

not of consumers but of producer*; that am in (pir aion, tint 
small business oftim holds its f)wn, as in many of Iht* minor 
metal trades of Binninghain. 

Though the. standardisation of ruachiniTy n*h*nsr‘: tmirh 
work of repair from dependence on skilled engim^ors ami 
smiths, while many large lmsinessr?s kiv‘p repairing sliops of 
their own, this essentially irregular work lorms tin' basis of 
many small independent worio5hop.s in laigii mauulm turln;' 
ccntre'3. 'I'hmigh the building and Ihi; printing Imtli'S are 
in the main largo capitalist undorlakings, jobbing budiler;, 
caqienters, plumbers, and printers exist i»i ronsiilt-rabli* 
numbers for special ami emc.rgiim‘y woik. 

In retail trade, as we have seen, tlui suiviwd of the 
personal rclatifui with “custimiers,*’ tlu.* atllu-Mon of sontf: 
final productive process to the ail of mtail distribtiimn, 
.somtiLiincs the imjwtance of mere proximity, enable tho 
small storekeeper to hold his own. 

It is natural that the punliictive energy which function'; 
for the production and tli^tTibution of material .and im- 
material wealth in the profc-ssuins, lint finer arts, and in tiio 
recTcativo and personal wTvict’S, should be least amenable, 
to the concentrative. forces of capitalism, 'I'hongh there is 
a sense in which the sdio()h of law, medicine, theology, ami 
pedagogy in our imiversititis may he regardrsl a'; large 
capikilist enferpris"}? factory plants for turning out and 
distribulin.g legal, niedieai, religious, and otluT se.rvicf^* - 
while llui tradtMjrgani.sations of the bar, thii churches, the 
medical councils, etc,, limit the liberty of professional men 
in their “practices,” these considerations do not materially 
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impair the “business” independence of the ordinary clergy- 
man or physician. The tendency towards the large 
capitalist structure, though discernible in the teaching, the 
legal, the medical, and especially the dental professions, does 
not cover any large proportion of these professions and 
reaches within a moderate compass a maximum economy. 
In the rccieative arts large capitalism has obtained a 
stronger hold over some departments which involve a large 
outlay of capital and a high order of business management, 
rerhajis the intellectual art or profession in which the 
centralising force is most powerful is journalism, though 
even there the large capitalistic machinery of the press is 
fed by an increasing number of small jobbers not closely 
attached to any particular press. 

All these small businesses in agriculture, the mechanical 
trades, mining, retail trade, the arts and professions survive 
because of certain features in the materials or processes 
involved which give importance to those personal qualities 
of skill, care, judgment, and character incapable of being 
evoked, controlled, and applied effectively under the routine 
economy of the laigc business. To these inherent advan- 
tages ol the small business in the production and distribution 
of certain high qualities of material and immaterial wealth, 
must be added tire independent spirit of the genuine artist 
or craftsman, which, even in such largely routine work as 
carpentry, shoeraaking, or retail shopkeeping, is often 
strong enough to induce a man to remain a small inde- 
pendent producer with a precarious unlucrative business 
rather than becoiue a mere cog in the capitalist machine. 

g 13. Troni these genuine economic survivals of the small 
bubiness-umi must be distinguished the numerous forms of 
small sweat-shop and sweating home industry which are 
found everywhere in the industrial lowlands. The charac- 
teristics of such small sweating businesses is the production 
of low-grade routine goods by subdivided labour under 
conditions of low wages, low rent, and evasion of sanitary 
and other industrial restrictions which make this mode 
of production cheaper than production in a factory hy 
machinery or by properly accommodalcd and protected 
haml labour. Much of the iiroductiun of the sweat-shop 
consists of ill-made or shoddy goods which would not be 
made at all except fur the “demands” of the poorest class, 



134 


THE EVOLUTION OF 


kept in poverty by the same economic maladies wliicli furnish 
to these sweating trades their supjjly of cheap, incfiicient 
labour j much of it would olheiwisc be done by machinery 
in factories, where the pay is higher, the hours .shorter, and 
all the terms of employment better, 'Jhis is the case, for 
instance, with most of the clothing and shoe nuinufarturc.s 
of the sweat-sliops. 1'he rest, whicli though simple and not 
high skilled eludes the full application of the mat hine by 
certain irregularities of detail — flower-making, fur-pulling, 
packing, etc. — ^would become subsidiary departineiit.s of the 
major trades to which they belong. Though thusf* swealiug 
trades are rightly spoken of as ‘‘moibid'* survivals of .small 
businesses, as “parasitic” growtli.s, they are natural proilucl.s 
of the present stage of capilaJisin ; for all the ecoiioinic 
supports of these “low oiganisms” — the e.xistence f>f a large 
margin of low-skilled “unemployed,” the high rents which 
form a leading element of economy and the market lor the 
debased products of the sweat-shop— can be traced tf^ tin: 
unregulated operation of capitalist forces. 

With the gradual development of a sounder .social polif y, 
expressed through public opinion and legisluiive arti»ai, 
these morbid gi'owth.s maybe excised fiom tin: inilniihi.tl 
body. In this work of extirpation ecoiiiMuic ronMiInations 
are even more potent lliaii philaiJlhroi)ic <;r sariilaiy om-s, 
and it is piuhahle that in Kngkmd and America tin* pro- 
portion of these morbid to the healthy .survivals of .sm.ill 
businesses is diminishing, especially in the clothing trade., 
where machinery has made such large recent advances. At 
the same time, so long as cheap labour in considiTiihle 
quantities is available, these parasitic trade.s will cimtimu: 
to appear anew, particularly in those industries to whi(.h 
season and fashion impart irregularity and where one 
economy of the sweat-shop consists in .saving tlie waste 
incurred in factories by keeping machinery idle or half- 
used over considerable periods. 

§ 14. But a.s.suming that the sweating trades he hilt out 
of con.sidcration, what general eoncliision are wc jiiHlilitjil in 
forming as to the relative strength of llie cenlriputal ami 
centrifugal forces making respectively large and siuall 
businesses ? 

The industrial dcparluicnt in which the large capitalist 
business is most prevalent mid where a growing tendency 
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to concentration is most genet al is Transpoit. In all 
advanced industrial nations the carriage of persons, goods, 
news by railroads, steamships, pipe lines, lelegiaphic and 
telephonic services has passed into the control of laige 
companies : as the horse is more and more displaced by 
electric or oil traction for the subsidiary Transport services 
in town and country, this fuither mechanisation of lianspoit 
favours the displacement of the small carrier and the private 
tiadesman by the laige company. Moreover, the relative 
importance of the transpoit trades, as indicated both by the 
quantity of capital and the quantiiy of labour employed, is 
growing rapidly and generally. 

Among the extractive industiies mining has become 
almost entirely a great capitalist Imsiness, and the inci eased 
use of machinery upon the one hand, the development of 
corporation finance upon the other, favours the absoiption 
of this branch of industiy by huge company eiiteipiise. 
'rhe survival of small businesses in agriculture is wide- 
spread and peisistent where\er small ownership oi security 
of tenure prevails. The peimancnce of the small holding 
must, however, depend more and more upon the abandon- 
ment of ceitain elements of self-siilficiency, or otherwise 
upon the grafting of processes of large co-operative or 
corporate business upon the small farming economy. In 
Denmark, Switzerland, Delgium, Iieland, co-opeiation for 
dairying and other collecting and manufacturing proce&sc.s, 
for the use of machinery, maiketing, mutual credit, and 
education, are seen to be essential to the maintenance of 
small holdings. Without this co-opcralion the economic 
strength of the small holder or the tenant farmer is under- 
mined by the carrying companies, the mei chant-middlemen, 
and the money-lender, and in time he either is displaced by 
some large-farm system or becomes the mere dependent of 
one or other of the capitalist classes just named. 

The fishing industry still continues to some considerable 
extent in small shapes, though the steam tiawler and the 
large fish-inerchant are bringing it more and more under 
large capitalism. 

Most of the manufactures engaged upon the processes of 
making the foods, clc)the.9, houses, and other prime neces- 
saries and conveniences of life have passed or are passing 
into big capitalist businusses. While these slaple manu- 
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factures employ an increasing propoition of capital, they do 
not, save in the less advanced nations, engage an inci easing 
proportion of labour. Attached to e.ich of them is a large 
quantity of manufacturing industries which remain in small 
businesses, and though the application of mechanical and 
other sciences continually displaces old handicrafts by large 
machine industries, while new industries arise capitalistic 
from their start, a large quantity of new irregular and highly 
skilled trades come into being, employing a large tjuamity 
of labour. It is by no means proved that an incicasing 
proportion of manufacturing labour is em[)loyed in large 
businesses, or that the “labour-saving” ecunoniy uf 
machinery is attended by so large a general exi)ansiun of 
manufacturing industry as to provide cmploynienl for all 
the labour that is “saved.”^ 

While the concentralive forces are strong in wholesale 
commerce, the small dealer survives and even multiplies in 
most countries, though his economic independence is sai»pod 
in many trades by dependence on some large manulacturing 
or “furnishing” firm. Bearing in mind the growth of 
retail trading companies with many bianclics and the 
various forms of “Lied” houses, it seems probable that ii 
larger share both of the capital and the labour uiigagffi is 
passing under large capitalism. 

Banldng, insurance, and other iiuaucial business is seen 
to be peculiarly adapted to the play of coucentrative forces. 
In the civil arts, professions, and services which aie grtnvlng 
so rapidly in the proportion of employment they afford, the 
small business very generally holds its owm. 'rhe incriMse 
of labour and of capital employed in public siirvices must, 
however, be accredited to the side of the large business. 

It may then be concluded : — 

(t) That an increasing propoition of the aggregate wealth 
(goods and services) in modern commiinilies is pro- 
duced in large and expanding biisinesscis, 

(2) That this conccnlrative tendency is |)arlicularly 
operative in the making and carrying of tlic goods 
which constitute the necessaries and prime con- 
veniences of life of die people. 

(3; 'Fhat in the aggregate production of wealth capital 

^ On thib puiut beu Chapter XJ 
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plays a part of inoreasing importance as compared 
with labour. 

(4) That the increasing importance of capital is greatest 

in the production of the most fundamental and 
essential forms of material wealth, 

(5) That it is probable that an increasing piopoition of 

the number of persons employed is employed in 
large or expanding business-forms, though the con- 
centra tive forces are less powerful in the case of 
labour than in the case of capital. 

§ 15. But while a larger number of processes and indus- 
tiies are constantly brought under the operation of the con- 
centrative forces which make for large business-units, there is 
no reason to regard the economy of large-scale production, 
as unlimited in any branch of production or transport. 

Reverting to the recognised economic formula, there is 
no industry where the law of increasing returns perma- 
nently and absolutely overrides the law of diminishing 
returns. In any country in any given condition of industrial 
development there is for each industry a size of business 
where the maximum net economy is reached, and beyond 
which, unless supported by a legal or a natural basis of 
monopoly, it cannot grow. 

In many manufacturing processes which have reached a 
high degree of mechanical development the maximum 
economy is soon reached, the unit of cheapest production 
representing a comparatively small annual output in tons, 
gallons, or other standard; the mere advantages of ma- 
chinery and division of labour are soon exhausted. This 
limitation of the size of an individual plant is generally 
recognised. Of course where other economies besides 
those of the manufacturing process are taken into account, 
economies of purchase and of sale, of rent, establishment 
expenses, administration, advertising, etc., the profitable 
size of such a business may be considerably raised. But 
even the aggregate of these economies does not evade the 
law of diminishing returns. Not only for mechanical pro- 
duction but for administration of a business there is a 
point of maximum growth.^ 

^ An experienced accountant in a large English midland manufactur- 
ing town writes to me as follows: — 

So far as I am able to judge from businesses I have been connected 
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Throughout industry businusses may hu rc'^^a^^c(l as 
gravitating towaids “a typical magnitudi*,” whidi yicUls for 
the time being the maximum economy. 

The final limits of this growth are desciibuil by a iccunt 
economist^ as functions of: 

(1) The internal complexity of airangenients. 

(2) The importance of quality in the output. 

(3) The expensiveness of the machinery userl. 

(4) External relations depending on the nature of the 

markets touched. 

(5) Stability in the demand for the output. 

(6) The stationary character of the indiistiy in lelatirin to 

methods or othcnvisc. 

(7) The extent of the economies to be secured by pio- 

ducing on a large scale.^ 

If, however, we e.xamine innre closely the limits ii|Km the 
economy of the large business, thus indicated, wii shall 
perceive that they ultimately rest upon a law of tliminisliing 
returns, applied not to the mechanics l)Ut to the. ailininistrii- 
tion of busine.ss. Although there niiist be conceived to 
be an ultimate limit to the economy of large jiroiliiclion 
dependent on the necessity of having reruuise to infenor 
or moie expensive sources of raw malerials or powci, this, 
save in rare instances, is not an actual limit. So, likewise, 
though the practical limits set upon the (Tiiboratinn of 
machineiy and the division of labour may fix the ni.'iMiiiinn 
size of an individual plant, it does not limit the si^'.e of a 

with for years, and which arc sysienmlically intnoasiiiiy, their tuilput, 
far from its being pobsible to funiiulale a gciiunil luIu ih.U Maiiilmg 
expenses diminish prupoilionalcly in iclntioii to the niitjuit, I 11111 
inclined to think that they increase. I IhuiU there is .a crrlain size 
(quickly attained in many husinc&ses) at which uveiythin'; is done nio:.t 
cheaply, and that, as the piinlucL goes on iiu’iea .ing, tlieic in a slight 
relative incieasc in expense, due to the fael that mere si/x* nece .‘diale.s 
the doing of everything hy rule, and the formation of .s{'|»arate dopail- 
monts, and a complicated system of checking and accoimling gcni'rally, 
which tends to counterhalance, and which does in fart more than 
count ei balance, the advaiiUige gained hy .size. There is ul'.o tin: in 
tangible lusb caused hy the removal of rlireut 1 e.‘)pouMlnlity, and this, I 
think, must account for a good deal.” 

T Piofessor S. J. Chapman, 77 ie Lamashire Cot/on Industry^ p, i 6 y. 

“ This last economy is nut separate from the lest, but appcar.s to 
summarise them. 
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business, which may contain a number of such plants, and 
will tend to increase this number so long as the net 
economy of business administiation is subserved thereby. 
This being so^ the only substantial limit to the growth of a 
business, from the standpoint of economy of supply, has 
reference to the application of administrative power; in 
other words, of the factors that constitute the business-unit 
ability of control and management must be regarded as a 
constant factor. The chief cause of the suivival of small 
forms of business in many highly-skilled trades was found to 
be the necessity of direct detailed attention on the part 
of a responsible interested workman or employer. Any 
expansion of the business, implying delegation of this 
control and the adoption of routine methods, would react 
injuiiously upon the quality of the work. When the 
industry is highly susceptible of routine methods this 
economy of “the master's eye” is relatively unimportant; 
the managing ability is best occupied in the more general 
acts of organisation and control, a discretionary power of 
detailed management being delegated to departmenlal 
managers, overseers, and inspectors. But there must 
always be some limit to the economy of the managing or 
directingj JChipd: every expansion brings larger intricacy, and 
the machinery of administration becomes more cumber- 
some, involving larger waste from imperfect co-ordination, 
dislocation, friction, and other disturbances. 

When the financial economy of modern business intro- 
duces more division of labour into the administiation, 
dividing the interest, responsibility, and control among a 
number of directors, a managing diiector and a number of 
salaried officers, difficulties of policy and of close co-ordina- 
tion are apt so to increase as to outweigh the advantages of 
substituting many administrative minds for one. The well- 
rccognised failure of joint-stock companies to compete suc- 
cessfully with private firms in some classes of business is a 
clear testimony to the limits of this economy. While, 
therefore, differences of personal ability, especially evinced 
in the larger policy of organisation and in the selection of 
subordinates, impart great elasticity to the maximum size of 
a business, it, is none the less true that there is always “a 
typical ma^itude ” to which each class of business tends 
to confbtin,. and which yields the cheapest unit of supply. 
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This tendency for every business to Rrow Ut the limit 
of cheapest production is however qualified by another 
tendency from the demand side. When the number (if 
growing businesses in a competitive iiade is such that the 
aggregate output is continually increasing, the fall the 
selling price may be such as to pre<‘Iudo any of these 
businesses from attaining the “typical mayiiituile” whicli 
yields the gieater clieapness of supply, in other woid^, 
the direct determinant of the size of a buhineiS will he th** 
net maximum of piofil, and this will depend iipnii the 
relation of growing cheapness of supply to el.i,liril) (jf 
demand. 

The real limits to crjncunlialiun of cajiital and lalnmr in 
single businesses, as distinct iiom single pi, nUs, an. iifiL to 
any large extent coiibideratioiis of technical pioilm.tion, 
but of administration and of inaiket. For thi.n reason a 
larger pnjpurtion of the highest intellect engaged in husiiiess 
hie i.s being directed to expeiinient and invention of ad* 
niinisLrative nietliods, including Imsiness oL/.niisaiion and 
finance, with the doulde t>bjci t of cllectiiig Iarf;<! c<on(iinii‘s 
of supply-cost and of so monopolising m condollmg 
markets as tu pieveiit these gains passing, to iiu; i.oiHiiina*r 
by competition of produceis* 
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THE RTRUrTlTUE nv TRADES AND M VRKETS. 

§ T, Differentiation of ihe Bimfiess Sfntciure, 

§ 2, Integration of Ptocesi^e^, 

§ 3. Horizontal and /.atcral hiiegration, 

S 4. Stmctnre and Size of dfferc?it ^farkeis, 

§ 5. Machinery a direct Age?it in cxlu 7 taing Market Areas, 

6 . Expanded Time-a^^ea of the Mm-ket, 
fi 7. Jnterdependc 7 uy of Markets. 

8. Sympathetic and Ankx^o^mtic Relations hekvecn Trades, 
Si 9, National a 7 \d Local Sfec'alisatwn in Industry, 

Si 10, Influences deta minifig localisation of Industry, 

Si II, Impossibility of Pinal Settlement of I ndnstfy. 

Si 13 . Specialisation in Dhtricts and Tcnmn, 

§ 13. Specialisation within the Town, 

Si I. In those indiv tries where llic busincss-uniL grows in 
size it generally grows also in complexity of structure. This 
increased complexity is due partly to a process of differen- 
tiation within the biisiness nnit, partly to a process of 
integration by which i)ro(lucttve adivities which formerly 
constituted separate businesses become departments of a 
single business. 

The increasing differcnliation or division of capital and 
labour due to the greater size and technical improvements 
of modern businesses is easily recognised. In a modern 
shoe factory there an? about sixty distinct processes, 
(irain, in the elaboraic njachinery of the modern flour- 
mill, passes through a score of different singes, cltjaning, 
winnowing, grinding, tik:. 'I’lie AnuTiran machine made 
watch is said to Ixi the product of 370 separak? actions. 
In an up^to-dalc textile factory a dozen difTcrenl j)rnrc*s.se.s 
contribute to the spinning or weaving of cotton or silk, and 
new improvements or refinements of cleaning or finishing 
are always being added. 
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This process of differentiation is contiimally ffd hy tho 
increased variety of demand due to an exiiandiiiK market, 
involving larger vaiiety in siw:, quality, ami charartiM- r.f 
aoods Special classes of goods must bo mamirarturi-tl for 
Australia, Egypt, or Burma, New rustrtmers in (Jliina or 
Persia insist upon their cloth or hardwaiv goothi l)i;in}{ 
made-up or packed in some familiar form long aftor the use 
or convenience of this foim has irt.sseil away. Tluj exi- 
gencies of keen competition requiuss cnn.stant e-xperinienta- 
tion in new lines of goods to touch the fancy of a newly 
opened market or to get away the trade of a competitor. 

This differentiation of a bu.sinu.ss from within is often 
accompanied by a double couiso of integiation, involving 
the absorption of vaiious minor or subsidiiiry processes by 
some business performing a major pmee.ss of piodiietion; 
or the expansion of some nmiiufaeture or iiiereanttle 
business taking on the production or sale rif nt‘w kinds of 
goods which lay previously outshle the limits of its Inisine's. 
activity, 

§ 2. Every industry is connected with a number of other 
industries engaged upon processes anturior to, .siilMiiajijent 
to, or subsidiary to, the oiwjratiim with whicli it is in, elf 
concerned : this creates a stable bottd of eoimmm inleres.t 
which foims a basis of integration. The most stronijly 
organised and best developed of a si-rie.s fif busine.sii 
processes thus related tends frerpnmtly to absoili the 
others. So a modem steel-mill will often own its own 
smelting works and its own supply of iron ore aiul rci:d, 
together' with its own railway or line of Imats for <‘!irryiiig 
the raw material. A cocoa or jam mamifuelory will own its 
own fruit plantations. In other ones tlu; wholc.'salo or file 
retail merchant takes the initiative, as when tlu! l''iicJi’,h 
Co-operative Whole.sale Society sets up cloth and sltm? 
factories and imports its groceries on its own sliip.s; or 
when a retail store like Whiteley’s supplies fruits and (lairy 
produce from its own farms. A raiinjatl, as for in.stiinee 
the London and North Western, .sometitnes uxfmnds stj as 
to be almost entirely self-suflicing, manufaeimiiig its rail-s, 
rolling stock, eta, from its own stocks of ni;tl«:riaU, 
and making almost all the articles required for its scr 
vice down to the wooden legs for the use of its criiiijled 
employees. 
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In the textile industiies this integration is widely visible. 
In the woollen manufactures the preliininnry piocesses of 
sorting and cleansing, carding or combing, as well as the 
main processes of spinning and weaving, fulling, dyeing, and 
finishing, each of which was at one lime committed to a 
sejiarate and inrlepenrlcnt group of workers, are frequently 
found going on siiiiultaiu ously in a single factory,^ This 
integration is, however, often qualified or crossed by a 
tendency to difierentiation so stiong as to detach a pai- 
ticular process and to set it up in business for itself. So in 
the Yorkshire woollen trade, whereas siiinning and weaving 
are usually under the same roof, combing and fulling 
arc often distinct, and “finishing** is usually done 
separately* The same conflicting tendencies are seen in 
the Lancashire cotton industry: all processes up to spinning 
are always united j twining is sometimes separate; spinning 
and weaving ate stnnotimes united, sometimes not; dyoing 
is sometimes under the same management as spinning ami 
manufacturing, bometiines committed to a dyer, (kilico 
printing forms a separate busitujss.^* 

In fact throughout the textile and metal manufactures W(! 
see clear signs of a double piocess of iiusimtss differentiation 
opposing the process of integration in one direction, while 
assisting its advance In another. In the woollen trade, 
where strong differences of quality occur, there arises mudi 
specialisation, many laihinesses confining themselves to a 
particular class of goods, and absorbing all tlu: processes 
involved in this spedal trade. Opposed to this specialisa- 
lion of quality is tin; sper’ialisalkm of piocess(*.s exlubilcd in 
the “fulling** or “finishing** Imsinesses whiidi take work for 
a large number of lhi‘ .spmalised mills. The cotton trade, 
as wo shall see, develo[iH in similar fashion by local tlifft*reii- 
tiation of firms and coarser “counts” and various grades and 
tyjies of manufactuns 

'J'hc inodern bicycle tiade exhibits tlu^ conflict of the two 
tendencies most cleaily in tins struggle between the lechni- 


^ A pood deal nf the cleniisiog and ciHuhing in the ednth .and wf>fht<nl 


trades 
as 

renmina 
» 07 )- 

^ ChaptnAn, TA0 /.apffaMrt Cpf/on industry ^ p. 1O5 


Lradca la, however, tinne si']>.tr:ilrly tm cmniiiission liy l.in.',K iirms such 
»s i*iater’a fef. liuriilcy, p. 4*7)* In (Iciiuiiuy “ liiushiiij; ” still 
renmina a sepAretc husincHK pmeuss (nf. 
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cally cnmplete factoiy turning out a wliolr* machine of a 
particular type, and the farlory confimxl lo the pnuliii (i(;n 
of a single part, suited for the filrncture f>f many lyj)t*s (»f 
machine. 

So far as minor subsirlimy pron-sses arr ronrernod, niuch 
integration is visible in all largo manufiu Pin's. U'ijorrvcr 
the demand is large and regular tluTO is a ttMul*'ii<*y fur 
packing, printing, box-making, olr,, to ho doiui on the 
premises; while engineering shop.s, carponlors’ .shuj?,, 
chemical laboratories, are frcqiumt appomlngos to a lar;j;o 
modern factory. 

Thus a number of small, relatively fiim|)lo Iiiisinoss-unit^;, 
representing the various ,stng<‘S in thii production and rliV 
tribntion of a commrjdity, come to gron[> thomsrivos into a 
large, complex bnsiness-unil. 

§ 3. Though, as we sen, there Ls in many tnul<‘S a tendency 
to specialisation in quality of nianufaeturu, a bu:*i!Ui.SK ftonfin- 
ing itself to the many procos.ses r^ontiibiitory to a single suit 
of commodity, in others the integration proceeds bori/.onlallv 
as well as laterally, a manufacture or merchant e‘xtenrlmj; 
the number of commodities in which Iio di'iil'i. 'I'his ofti-M 
happens where some community of raw material ar of 
method of manufacture (*onn<JCtf; two (hTfcrent commodiiies. 
Hence a biscuit mniiufataory, like Messrs. Hunlloy 
Palmer, cx[)ands its activity until it has ab.sorlunl a gieat 
variety of other food pro<l(!i't.s-, while a wat<*hmakinji: hu.si- 
ness takes up electrical or surgical apparatus. 

In retail trade this integrative lentlency is widely ojufra* 
tive. The modern grocer sells tinned inoals, cakes, wino, 
teapots, and Christmas cards; the draper sells all .soils of 
ornamental wares; the .stationer, oil-man, and r:luna stout .set 
out an increasing miscellaneous lot of wan-s, ailvaneiu); 
towards the position of ‘‘general denier.” 'J'Jie “Spires” 
and the Universal Provider ntpre.seiU Ihu culminathai of 
this movement in the retail Ini.siness, ri'luining to a morn 
enlarged and complex form of Hut primilive “geiuTal slinp'Vif 
the village.' Here, however, as elsewluTC, the diflerenti.ttiM'f 

' A similar reversion to agencrnl primilivi» type rtohserv(*il in Aomr- 
maniifacturing ljuRincsae.s C(i(ton. **Tli« wcavrr’.H colljigi* wiili 
its iiifle nppaintus of jng- warping, Imml-canls, liainl-whccK, a»n! i?u- 
perfect looms, was the sleam-Ioom factory in muiiuture.’’ ((iiiost, 
JflisUry of the Cotton Mattitfacture, p, 47.) 
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tendency is sometimes dominant: fashionable shops devote 
themselves to special grades of gloves, hats, cigars or furs, 
while manufacturing or mercantile companies set up 
numerous branch shops for selling some single com- 
modity, such as watches, bicycles, shirts, ready-made 
clothing, coffee, etc. 

Wherever we turn in the industrial world we find the 
business-unit changing its form under the pressure of the 
integrating and the differentiating forces, sometimes taking 
on a wider range of activities, sometimes a narrower. As 
in manufacture and commerce, so in banking and finance. 
A modern bank has added various processes of money- 
lending and discounting which were alien to its early 
functions, while the modern bill-broker tends continually to 
become more highly specialised in the kind^'of bills which 
he discounts. 

While, then, over a large field of business enterprise there 
exists a strong tendency towards increasing complexity of 
business structure, it is clear that this tendency is not of 
universal application even in distinctively capitalistic fields. 
Increasing size generally implies further division of labour 
and other increased differentiation even where no new lines 
of work are taken on. If a growing business, on the one 
hand, expands the variety of its products, and, on the other, 
takes on various antecedent or subsidiary processes hitherto 
independent, it may easily reach a stage of complexity 
which introduces larger risks of dislocation and waste from 
defective central control. We must therefore conclude 
that as for every class of business there exists at any given 
time a normal size of maximum efficiency, so there exists a 
normal degree of complexity. 

Increased complexity generally proceeds with increasing 
size: where the capitalist forces are making for the produc- 
tion of routine goods and services upon a large-scale there 
we find the business-unit more heterogeneous and more 
highly integrated, partly as the result of differentiation from 
within, partly through taking on new lines of business 
activity from outside. 

§ 4. Ascending from the business-unit to the larger 
unit in the structure of industry, the Market, or groups of 
directly competing businesses, we find similar changes have 
taken place. In considering these changes the relation 

10 



THE EVOLUTION OF 


146 


between Market and Trade should be clearly grasped. 1'he 
mere fact that two persons or groups of jjcrsons in differL-nt 
places are engaged in similar processes of production, that 
is to say, belong to the same trade, has no significance 
for us. The trade or aggregate of prodiHilive units of a 
particular soit receives industrial unity only in so far ns 
there is competition of the units in buying the raw materials, 
tools, and labour for carrying on their trade, and in selling 
the results of their activity. Weavers of cotton goods in 
Central China belong to the same trade as w<‘av(;rs in 
Lancashire, and conduct their craft with similar imjile- 
ments to those which still prevail in the cottage indiistritts 
of France and Germany, but such competition as may e.xist 
between them is so indirect and slight that it may la; 
neglected in considering industrial structure, It is in the 
competition of a market that businesses metit and are 
vitally related. In a trade there may be several markets 
whose connection is distant and indirect. jMarkc*t is the 
name given to a number of directly competing busineKses. 
“Economists understand by the term market not any 
particular market-place in which things are boiiglit ami 
sold, but the whole of any region in wliich buyers anti 
sellers are in such free intercourse with oius antHhiT that 
the prices of the same goods lend to efiualise easily and 
quickly,” 1 

A single competitive price is then llic essential feature 
and the test of a market. Businesses in such close relation 
with one another that the prices at whic:h tlujy Iniy and .sell 
are the same, or differ only by reason of and in correspond- 
ence with certain local advantages or disadvantages, are 
members of a single marfceL The iuone*y market is a 
single market throughout the world. Thu jirice of money 
in London, Romo, Rio de Janeiro, may differ, but this 
difference will correspond to certain differenajs of risk. 
There will be a tendency towards a single price, or, putting 
the case in other words, wherever in the world of 

money represents the same commodity the same pri<re will 
be paid for its use, while any difference in its value as a 
commodity will bo accurately reflected in the dilTtwnce of 
price. 


1 Cowmot, decile? ches sttr hs lh-imipe,s MaU^hnatwues tU la 71 
titjs Atc/tesses (quuLcd Marshall, Pyinciphs of Pimornks^ p. 3S4). 


VYimk 
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Absolute freedom of intercourse is not essential to the 
establishment of a common market. Market tariffs and 
other advantages and disadvantages may place the competi- 
tors on an unequal footing. Moreover, in order to form part 
of a market as helping to determine the price, a business 
need not actively enter the field of competition. Fear of 
the potential competition of outsiders often keeps down 
prices to a level above which they would rise were it not 
for the belief that such a rise would bring into active, effective 
competition the outsider. England had until recently a 
monopoly of the market for cotton goods in certain Eastern 
countries, but the price at which she sold was determined 
by the possibility of rival French or German merchants, as 
well as by the direct competition of the several English 
firms. In certain commodities the market is conterminous 
with the trade, that is, we have a world-market. This is 
the case with many of the forms of money, the most 
abstract form of wealth, and the most highly competitive. 

Dealers in Stock Exchange securities, in the precious 
metals, are in active, constant competition at all the great 
commercial centres of the world. Other staple commodities, 
whose value is great, durable, and portable, such as jewels, 
wheat, cotton, wool, have to all intents and purposes a 
single market. 

This world-market represents the fullest expansion due 
to modern machinery of transport and exchange, the rail- 
way, steamship, newspaper, telegraph, and the system of 
credit built up and maintained by the assistance of these 
material agents. 

The market-area for various commodities varies with the 
character of these commodities, from the world-market for 
stock exchange securities down to the minimum market 
consisting of a few neighbouring farmers competing to 
sell their over-ripe plums or their skim-milk. The chief 
qualities which determine the market-aica arc — 

(a) Extent of demand . — Things in universal or very 
wide demand, which are at the .same time durable, such as 
money, wool, wheat, compete over very wide areas. Things 
specially accommodated to the taste or use of a particular 
locality or a small c]a.s.s of individuals will have a narrow 
market. This is the ca.se with clothes of a particular cut, 
and with many kinds of* fabric.s out of which clothes are 
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made. The market for certain classes of topographical 
books will be confined to the limits of a county, though the 
book market for some books is a world-market. 

(/^) Portability . — Even where the demand is far from 
a general one, the market-area may be very wide where 
high value is stored in small bulk. Smoking tobacco and 
more highly valued wines and liqueurs are examples of 
this order. The market for common bricks is local, though 
Portland marble finds a national market. 

(c) Durability . — Durable objects and objects which can 
easily be brought within reach of modern means of rapid 
transport have a wide market- Perishable goods, as, for 
example, many fruits and vegetables, have for these reasons 
a narrow market. 

§ 5. Modern machinery has in almost all cases raised 
the size of the market. The space-area of competition has 
been immensely widened, especially for the more durable 
classes of goods. It is machinery of transport — the 
transport of goods and news — that is chiefly responsible for 
this expansion. Cheaper, quicker, safer, and more calcul- 
able journeys have shrunk space for competing purposes. 
Improved means of rapid and reliable information about 
methods of production, markets, changes in price and 
trade have practically annihilated the element of dis- 
tance. 

Machinery of manufacture as well as of transport has a 
levelling tendency which makes directly for expansion of 
the area of competition. As the spread of knowledge places 
each part of the industrial world more clo.sely en rapport 
with -the rest, the newest and best methods of manufacture 
arc more rapidly and cfiectivcly adopted. Thus in all 
production whenj loss and less depends on the skill of the 
workers, and more and more upon the character of the 
machinery, every change which gives more prominence to 
the latter tends to eqtialise the cost of production in 
clifFercnt countries, and thus to facilitate effective competi- 
tion. 

S 6. Modern methods of production have also brought 
about a great expansion in the time-area of the market, 
f Competition covers a wider range of time as well as of space. 
Production is no longer directed by the quantity and quality 
of present needs alone, but is more and more dependent 
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Upon calculation of future consumption. A larger propor- 
tion of the brain power of the business man is devoted to 
forecasting future conditions of the market, and a larger 
proportion of the mechanical and human labour to pro- 
viding future goods to meet calculated demands. This 
expansion of the time-market, or growth of speculative 
production, is partly cause, partly effect of the improved 
mechanical appliances in manufacture and in transport. 
The multiplication of productive power under the new 
machinery has in many branches of industry far outstripped 
the requirements of present known consumption at remuner- 
ative prices, while increased knowledge of the widening 
market has given a basis of calculation which leads manu- 
facturers to utilise their spare productive power in providing 
against future wants. So long as industry was limited by 
the labour of the human body, assisted but slightly by 
natural forces and woildng with simple tools, the output of 
productive energy could seldom outstrip the present demand 
for consumable goods. 

But machinery has changed all this. Modern industrial 
nations are able to produce consumables far faster than 
those who have the power to consume them are willing to 
exercise it. Hence there is an ever-increasing margin of 
productive power redundant so far as the production of 
present consumptive goods is concerned. This excess of 
productive power is saved. It can only be saved by being 
stored up in some material forms which are required not for 
direct consumption but for assisting to increase the rate at 
which consumables may be produced in the future. In 
order to make a place for these new forms of saving it is 
necessary to interpose a constantly increasing number of 
mechanical processes between the earliest extractive process 
which removes the raw material from the earth and the final 
or retailing process which places it in the consumer*s hands. 
New machinery, more elaborate and costly, is applied; 
special workshops, with machines to make this machinery — 
other machinery to make these machines ; there is an 
expansion of the mechanism of credit, the system of agents 
and representatives is expanded, new modes of advertising 
are adopted. Thus an ever-widening field of investment is 
provided for the spare energy of machine-production. The 
change is commonly described by saying that production is 
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more “roundabout.*’^ A larger number of steps are inserted 
in the ladder of production. This increased complexity in 
the mechanism of production is not, however, the central 
point of importance. We must realise that the change is 
one which is essentially an increase in the “speculative” 
character of commerce. The “roundabout** method of 
production signifies a continual increase in the proportion 
of productive forces devoted to making “future goods*’ as 
compared with those devoted to making “ present goods.** 
Now future goods, plant, machinery, raw material of com- 
modities, are essentially “ contingent goods ** : their worth 
or waste depends largely upon conditions yet unborn ; their 
social utility and the value based upon it depend entirely 
upon the future powers and desires of those unknown 
persons who are expected to purchase and consume the 
commodities which shall come into existence as results of 
the existence and activity of these future goods. 

The actual time which elapses betw^een the extractive 
stage and the final retail stage of a commodity may not be 
greater and is in many cases far less under the new methods 
of industry. The raw cotton of South Carolina gets on the . 
wearer’s back more quickly than it did a century and a half 
ago. But when we add in the time-elements involved in 
the provision of the various forms of intricate plant and 
machinery whose utility entirely consists in forwarding 
these cotton goods, and whose existence in the industrial 
mechanism depends upon them, we shall perceive that the 
“roundabout” method signifies a great extension of tlie 
speculative or time-element in the market.® 

§ 7. The growing interdependency of trades and markets, 
the ever closer sympathy which exists between them, the 
increased rapidity with which a movement affecting one 
communicates itself to others, is another striking character- 
i.stic of modern trade. This interdependency is in large 
measure one of growing structural altachinent between trades 

1 It ought, however, Ifj be kept in niiiitl that the application of the 
“roundabout” method is only economically justified by a continual 
increase in consumption. So iar as a given quantity of consumption is 
concerned the result of the “roundabout” method is to diminish the 
quantity of capital which assists to produce it. 

* Professor Bbhm Bawerk .shows this increased time of production 
to be the essential characteristic of capitalist production. Cf. Podtivt 
Tfuory of CapitaU 
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and markets formerly in faint and distant sympathetic rela- 
tionship. Formerly, agriculture was the one important 
foundational industry, and from the feebleness of the 
transport system the vital connections and the unity it 
supplied was local rather than national or international 
Now^ the agricultural industries no longer occupy this 
position of prominence. The coal and iron industries 
engaged in furnishing the raw material of machinery and 
steani-niotor, the machine nianLifacturc, and the transport 
SCI vices, are the common feeders and regulators of all 
industries, including tliat of agriculture. They form a 
system corresponding to the alimentary system of the 
human body, any quickening or slackening of whose func- 
tiimal activities is directly and speedily communicated 
to the several parts, Any disturbance of price, of efficiency, 
or regularity of production in these foundational industries 
is reflected at once and automatically in the several 
imlustries which are engaged in the produt'tion and dis- 
tribution of the seveial nommoditi<\s. The mining and 
niiHul industries, .shipbuilding, and the railway services are 
Rioognised more and more as furnishing the true measure 
and lest of moclirn trade; their labour enters in ever 
larger proportion into the production of all the consumptive 
good.s. 

Jiesides the general inleguUion or unification of industry 
implied by the common tl(‘iH*ndency of the specific 
trades upon those gn*at industries, there are other forces 
engiige<l in inirgraling groups of trades, K<M'r;most is the 
“nmiulabout” mrtlujd of production, to which our alten- 
lion has been aln‘jitly direrted. Not merely does this 
capitalist system liring a number of trades and processes 
undiT the control of a siii;;le capital, as a single complex 
business, Init it <;stabllsliij,s clixse identity of trade-life and 
inlerttsts among busiiuifises, trades, ami markets which 
remain distinct so far as ownership and management are 
am(‘t‘rncd, 

8 8. If W{*. take the mass of capital and labour composing 
one of our sta|>le iirodudivii industries, we shall find that it 
is related in four different ways to a mnnber of other 
inti list rii% 

(i) It has a number of Irmles wliieh are directly ro- 
ordinate engaged in tlxc earlier or later processes of 
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producing the same con&umi)tivc goods. Thus the nianu- 
facture of shoes is related co-ordinately to the import 
trades of hides and bark, to tanning, to the expoit trade 
in shoes, and to the retail shoe trade. A common stream 
of produce is flowing through these several processe.s, and 
though from the point of view of ownership and manage- 
ment there may be no connection, thcie is a close identity 
of trade interest and a quick sympathy of commercial life 
at these several points, 

(2) Each important manufacturing industry has a number 
of industries which in their relation to it are secondary, 
although in some cases, having similar relations to a num 1 u*r 
of other trades, they may in themselves be large and import- 
ant In the large textile centres are fouml a number of 
minor industries, planers, sawyers, turners, fittens, smiths, 
engaged in irregular work of alteration and repairs upon tlie 
plant and machinery of the textile factories. T'he same 
holds of all important manufactures, especially those whi(;h 
are closely localised. 

A somewhat similar relation appertains between those 
manufactures engaged in jiroducing the main body of any 
product and the mint)r industries, whirli supply some slighter 
and essentially subsidiary part. In n.‘lation to this ni.iitk 
textile and clothing imlustrios, the mamifacture of fmttotis, 
of tape, feathers, and other elenu*tits of ojiiamcnt ot 
trimmings may be regarde<l a.s sulKsidiary. In ilio same 
way the manufacture of wall-papers or hotise paint may lie 
considered subsidiary to the building trades, that of black- 
ing to the shoe manufacture. These subsidiary trades are 
related to the primary one more or less closely, and arc 
affected by the condition of the latter more or less power- 
fully in proportion as the subsidiary elements they furnish are 
more or less indispensable in character. 'I'lic fur ami feather 
trades are far more d<q)endent uimn direct fon*es of faslnmr 
than upon any changes of price or cliaraeter in the main 
branches of the clothing trade. On the other hand, any 
t'ause which affected considerably the price of sugar would 
liave a great and direct influence on the jam manufacture, 
while the rise in price of tin dtie to the M'Kinley tariff 
caused serious apprehension to the Chicago manufacturers 
and exporters of preserved meats. 

(3) The relations between one of the great arterial 
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industries, such as coal-mining, railway transport, or machine- 
making, and a specific manufacture may be regarded as 
auxiliary. The extent to which the price of coal, railway 
rates, etc., enters into the price of the goods and affects the 
condition of profits in the trade measures the closeness of 
this auxiliary connection. In the case of the smelting 
industries or in the steam transport trades, even in the 
pottery trades, the part played by coal is so important that 
the relation is rather that of a primary than an auxiliary 
connection — coal-mining must be ranked as co-ordinate 
to smelting. But where heat is not the direct agent of 
manufacture, but is required to furnish steam-motor alone, 
as in the textile factories, the connection may be termed 
auxiliary. 

( 4 ) The relationship between some industries is “ sympa- 
thetic” in the sense that the commodities they produce 
appeal to closely related tastes, or are members of a group 
whose consumption is related harmoniously. In foods we 
have the relations between bread, butter, and cheese ; the 
relation in which sugar and salt stand to a large number of 
consumables. Some of these are natural relations in the 
sense that one supplies a corrective to some defect of the 
other, or that the combination enhances the satisfaction or 
advantage which would accrue from the consumption of 
each severally. In other cases the connection is more 
conventional, as that between alcohol and tobacco. The 
sporting tastes of man supply a strong sympathetic bond 
between many trades. The same is true of literary, artistic, 
or other tastes, which by the simultaneous demand which 
they make upon several industries, in some proportion 
determined by the harmonious satisfaction of their desires, 
throw these industries into sympathetic groups.^ These four 
bonds mark an identity of interest between different 
industrie.s. 

The relation.ship is sometimes one of divergency or com- 
petition of trades. Where the same service may be supplied 
by two or more different commodities the trades related 
by direct competition. Oil, gas, electricity, as illuminants, are 
a familiar example of this relationship. Many trades which. 

1 For a full and valuable treatment of these harmonious relations, 
from the point of view of consumption and production, see Patten s 
Meommes of a Dynamic Society, 
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produce commodities that are similar, but far from 
tical in character, feel this relationship vciy 'liiu 

competition between various kinds of food, whi' h witli 
different kinds and degrees of satisfaction may (irodur** 
the same substantial effects, between fish ami imMt, 
between various kinds of vegetables and drinks, 
us to realise something of the intricacy of the it'lalitiri.^ 
of this kind In clothing we have anta.f',oniHin of interests 
between the various fabrics which has led to great industrial 
changes. The most signal example is the rise of cotton, 
its triumph over woollen clothes by the earlii^r application 
of the new machinery, and over silk by the early superiority 
of its dyeing and printing processes.^ So in leo-nt ycais 
in the conflict among beverages, tea, and in a K-ss nu-asiiie 
cocoa, have materially damaged the giowlb of tin; coifee 
industry so far as English consunijitmii is nonccincil.' 
Where such rivalry exists, an industry may ]»e as puwf r- 
fully and immediately affected by a foii:e wlm'h raise* or 
depresses its competitor as by a force whiidi directly ulici ts 
itself. 


§ 9. The growth of numerous and strongly built stria luml 
attachments between different trades and inurlcets related u> 
different localities implies the existence ot a large sy.,it m 
of channels of communication througliuut <n2r indnsliial 
society. By the increased number and fioiiijilexily of ihrsc 
channels connecting different markets and businesses, mid 
relating the most distant classes of con.sunu-rs, we ran 
measure the evolution of the industrial organism. I’brmiuh 
these channels flow the currents of modern indiistriid liic. 
nose pace, length, and regularity contrast wilh the fi-clih* 
lort, and spasmodic flow of coinmcree in earlier times! 
his 3 .dvance m functional activity of distribiuifui is thus 
A'pre^ed by Mr. Spencer:-" In early lC„«Iisli tinl's £ 
and Other, formed the ehiuf nieaiiK ofdis- 

cemu^,;henSJ3yviSget 

' Cf. Porter, ProgrtS! af iht Ni^ion, pp, 17, 206, 
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and so frequent markets more and more fulfilled the purpose 
of infrequent fliirs. Afterwards, in chief places and for chief 
commodities, markets themselves multiplied, becoming in 
some cases daily. P’inally came a constant distribution, 
such that of some foods there is to each town an influx 
every morning; and of milk even more than once in the 
day. The transition from times when the movements of 
people and goods bt'tween places were private, slow, and 
infrequent, to times when there began to run at intervals 
of several days public vehicles moving at four miles an 
hour, and then to times when these shortened their intervals 
and increased their speed, while their lines of mo\’ement 
niultiidied, ending in our own times, when along each line 
of rails there go at full s[)eed a dozen waves daily that arc 
relatively vast, Huflhaently show us how the social circula- 
tioit progresses from feeldc, slow, irregular movements to a 
rapid, regular, and i)f)werful pulse.” ^ 

The ilifferenliation of funt:li<jn in the several parts of the 
industrial organism fiiKls a partial expression in the localinu- 
tif)n of certain industries. As there is growing division of 
labour among individuals and groups of individuals, so the 
expansion of the area of competition has brought about a 
larger and largt*r amount of local specialisation. 

Roughly sptsiking, the W(!St of Ruro})e and of Anutrica 
has specialiscMl in manufacture, drawing an ever Iarg(,‘r 
proportion of their food supplies Imm the N^>rth West Stales 
of America, fiom Russia, lint Ikdiic Pnu'ineeH, Australia, 
ICjlVpl, India, etc., ami llieir i.iw lualciial,; of m.iuufar*ture 
from the southern United .Slat**:;, South Anuaie.a, India, etc., 
while these hitter C4)tiuLrh;s an^sulqfjcled to ii coirespondent 
specialisation in agriculture and oilier extractive arts. If we 
take Kurojxi alotte, we iiiul cettain large charadiirislics 
w'liicli mark out the ilaltic trade, the black Sea tradt^ tlie 
Danube Iradir, the Noiwegian and While Sea trade. So the 
Asiatic trade falls into certain tolerably defuietl division.^ of 
area, a.s the Levant trade, the Red Sea trade, the Indian, the 
Straits, aiul ICast Indian, the CJhina lra<l(;, el<\ 'rhe whole 
trade of the world is tints divided for <*<mnuercial puritoses.*** 
'J'hough these Iratle divisioits are primarily suggested by 

* of vul. i. p. ciUt.). 

^ Fur ft detailed account of the natiunal trade divisiuns, cf. l>r. Veatb, 
7'Jki QMm Uatet of 7'rmU* 
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considerations of tianspoit rather than of the character of 
production, the y<‘Oi^rapliical, climatic, and other natural 
factors which determine convenient lines of trans[)ort are 
found to have an important buiring on the character of the 
production, and convenience of liunsport itself as.sists largely 
to determine the kind of vvoik which eacli part of the world 
sets itself to do. 

The ebtablishmont of a world market for a lar^tT and 
lar^^er number of commodities is transforming with mar- 
vellous rapidity the industrial face of the globe, I’liis dtios 
not now appear so plainly in the more highly-developed 
countries of Euiope, wliich, under the influtmee of half a 
century’s moderately fiee competition for a lOmopean 
market, have already established Ihemselves in tolerably 
settled conditions of specialised industry, lliit in the new 
world, and in those older coimtrltjs which aic now last 
yielding to the iiirursions of maniifaeturing ami transport 
machinery, the spv‘cialii»ing process is making rapid 

Xuiin oved knowledge of tlie worhl, facile commimicatiim, 
an immense increase in the fluidity of ciipital, and a (Con- 
siderable increase in that of labour, are busily engaged in 
distributing the productions of tht; tMuld in acc(udam*e 
with certam domiiuiiit naUiial conditions. '11 i(»M! in- 
dustrial forties whitih have duiinp, llic l.i.i iH-nturyaml a 
half been operative in ICnpJaiul, dialriiiv, lire pojailatiou 
and industry fiom the Southern and Eastern (‘otmtics, ami 
concentrating it in larger proportions in Jauieashiie, the 
West Riding, Staffordshiur, and round the Norlhumbiian 
and South Wales coaMiehls, spedaiising ouch town or 
locality upon some single biaiich of the texlilir, metal, or 
other industries for which its soil, jro.sitH)nj or other natural 
advantages made it siiilable, are nf>\v beginning to extend 
the area of their cDnlnd over the wludesm taco <;f the known 
and inhabited globe. 

As large areas of Asia, Smilh and Ct'otral Afiini, 
Australia, and Soutli Ameiicu fall undifr the control of 
European coaiinerdal naticars, aie oi)enetl up bysU?uniship.s, 
railways, telegraphs, and are mutle free reccpudtjs fur the 
increased quantity of capital which is imahle to find a safe 
remunerative investment nearer home, we arc brought 
nearer to a condition in wliich tlu^ whole surfactr of the 
world will be disposed for industrial purposes by these same 
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forces \yhicli have long been confined in their direct and 
potent influence to a small portion of Western Europe and 
America. This vast expansion of the area of effective com- 
petition is beginning to specialise industry on the basis of a 
world-marketj which was formerly specialised on the more 
confined basis of a national or provincial market. So in 
England, where the early specialisation of machine-industry 
was but slightly affected by outside competition, great 
changes are taking place. Portions of our textile and metal 
industries, which naturally settled in districts of Lancashire, 
Yorkshire, and Staffordshire, while the area of competition 
was a national one,^ seem likely to pass to India, to Germany, 
or elsewhere, now that a tolerably free competition on the 
basis of worliindustry has set in. It is inevitable that with 
every expansion of the area of competition under which 
a locality falls the character of its specialisation will change, 
A piece of English ground which was devoted to corn- 
growing when the market was a district one centred in the 
county town, becomes the little factory town when com- 
petition is established on a national basis; it may become 
the pleasure-ground of a retired millionaire speculator 
if under the pressure of world-competition it has been 
found that the manufacture which now thrives there can be 
carried on more economically in Bombay or Nankin, where 
each unit of labour power can be bought at the cheapest 
rate, or where some slight saving in the transport of raw 
material may be effected. 

§ ID. The question how industry would be located, 
assuming the whole surface of the globe was brought into 
a single market or area of competition, with an equal 
development of transport facilities in all its parts ; or in 
other words, “What is the ideal disposition of industry in 
a world-,society making its chief end the attainment of 
industrial wealth estimated at present values?*' is one to 
which of course no very exact answer can be given. But 
since this ideal represents the goal of modern industrial pro- 

^ Foreign competition with English texlile.*;, though comparatively 
moilern so far ns the more highly developed machine-mcide fabrics are 
concerned, was keenly felt early in the century in hand-made goods. 
Schulze-Gaevernils points out that the ih‘pression in work and wages 
of the hand-loom workers in *820 was due more to foreign competition 
than to the new machinery. (Dtr Grmhttruh^ p. 41,) 
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gress, it is worth while to call attention to the chief (l<*ler- 
minants of the localisation of indiistiies iinder freu win Id- 
competition. The influences may be plari*il in thn^e 
groups, which are, however, interrelated at many prunls, 

(1) The first group may be called Climatic, the (‘hi(:f 
influences of which are astronomical position, siirfiict; C(»n- 
tour, prevalent winds, ocean currents, etc. Climatic /ont's 
have their own flora and fauna, and so far as thcsi! cntiT 
into industry as agricultural and pastoral produce, as raw 
materials of manufacture, as sustenance of labour, they are 
natural determinants of the localisation of industry, In 
vegetable products the climatic zones are vi'iy clivnly 
marked. “The boreal zone has its special ve;;(*tatifm of 
mosses, lichens, saxifrages, berries, oats, barley, and rye; 
the temperate zone its peas, beans, roots, hop'?, oals, barley, 
rye, and wheat; this zone, charactiirised l>y its extriit of 
pastures, hop gardens, and barley fu{l<l.s, has also a dis- 
tinctive title in the *bcer and butter region.^ 'riic wann 
temperate zone, or region of ‘wine and oil/ is cliaru<‘t<!rised 
by the growth of the vine, olive, orange, lemon, citron, 
pomegranate, tea, wheat, maize, and rice; the sub-tropical 
zone, by dates, figs, the vine, sugar-cane, wheat, and mai/e; 
the tropical zone is characteiised by coflVe, cf«‘oa nut, 
cocoa, sago, palm, figs, arrowroot, and spir‘<*s j and tlu! 
equatorial by bananas, plantains, cocoa-nut, etc.”^ 

(2) The second group is geographical and geological. 
The shape anci position of a country, its relation in spjice 
to other countries, the character of the soil and sub-soil, its 
water-supply, though closely related to climatic influences, 
have independent bearings. The character of the soil, which 
provides for crops their mineral food, has an important bear- 
ing upon the raw materials of industry. '’J'he sluipe and 
position of the land, especially the configuration of its roast, 
have a social as well as climatic signifKiance, directing tlie 
intercourse with other lands and the migrations of p(‘opIe and 
civilisations which play so largo a part in industrial histi^ry. 

(3) Largely determined by the two groups of innut*nrcs 
named above are the forces which reprt?scnt tint national 
character at any given time, the outcome ])rindtivn riuv 
characteristics, food supply, speed and direction of industrial 

* Yeats, T/te GoJdm Gates o/Trade^ p, jz. & S^n,) 
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development, density of population, and the various othet 
causes which enter in to determine efficiency of labour. 
The play of these natural and human forces in world-com- 
petition leads to such a settlement of diflbrent industries in 
different localities as yields the greatest net productiveness 
of labour in each part. 

§ XI. But this world-competition, however free it may 
become, can lead to no finality, no settled appointment of 
industrial activity to the several paits of the earth. Setting 
aside all political and other non-economic motives, there are 
three reasons which render such local stability of industry 
imi>ossible. 

'i'hore is first the disturbance and actual loss sustained by 
nature in working up the mineral wealth of the soil, and the 
flora and fauna sustained by it, into commodities which are 
consumed, and an exact equivalent of which cannot be 
replaced. I’he working out of a coal-field, the destruction 
of forests which reads upon the elementary climatic 
influences, are examples of this disturbance. 

Secondly, there is thxi progress of industrial arts, new 
seientific discovtiries applicable to industry, 'I'here is no 
reason to believe that human knowledge can reach any final 
goal ; there Ls infinity alike in the resources of nature and 
in the capacity of the development of human skill. 

Lastly, as human life continues, the art of living must 
continually change, and each change alters the value 
attached to the several forms of consumption, and so to the 
industrial ]u*ocoshcs engaged in the supply of difierent 
utilities. New wants slinmlate new arts, lu^w arts alter the 
disposition of productive industry, giving value to new 
l>oitions of the earth. Ignoring thosi^ new inatijrial wants 
which reciuire new kinds of raw inalijrhd to be worked up 
for their sati.sfa(:tion, the growing appreciation of certain 
kinds of sport, tlie love oJ fine a rising vahwi set 

upon healthy atmosphere, are beginning to exercise a more 
and more ]>erc<;ptil>le influence upon tlu^^ localisation of 
<H;rtain (;Iasse,s of population and industry in the more 
progressive nations of the world. 

g 12. The same laws ami the same limitations whicli are 
oixjrativc in determining llui (rharader and dtrgree of .special- 
isation of cf)unlrie.s or large are.H.s arts also seen to apply 
to smaller districts, towns, and streets. Indinstries engaged 
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in producing valiiaMo, durablii ninlprial nLji’r-ts in wid*? 
demand are locally specialised ; thtv?** in jnnvidiiijj 

bulky perishable non-material goods, or goods in narrow 
demand, are unspccialised. Englantl, whonj intfTiKil inlfT- 
course has been most highly developj^l, nnd whom inlrrnnl 
competition has been freest and sltows dm inn^c 

advanced specialisation in several of its staple indnstrios. 
The concentration of cotton spinning in South Lancashire 
is an example, the full significance of which often esrapes 
notice. From the beginning Soutli Lancasliirc was the 
chief seat of the industry, but it is now far mnn* 
trated than was the case a century ago. ScviTal of the 
most valuable inventions in spinning wen^ first applied in 
Derbyshire, in Nottingham, at llirminghani, and in Scotlaiul 
Scotland then competed closely in wtiaving will) Lanrashirc, 
Now the Scotch industry is confined to certain specialities. 
In spite of the enormous growth of the nianulaclure, tlm 
local area it covers is even narrower than last century. 
Within Lancashire Itself the actual area of production has 
shrunk to some 25 sciuare miles in the extreme south, while 
the two great cities are further specialised — laverpool as the 
market for cotton, ManchesUir for yarn and cotton rlr)ths\ 
Moreover, the localisation of various di'jiartmcnij; of tlm 
trade within Lancashire is still more romarkahitf. Not only 
have the old mills in which spinning and weaving were 
carried on together given way before division of labour, luit 
the two processes arc mostly conducted in diiTerent districts, 
the former in the towns immediately around Manche.strr, 
the latter in the more distant northern circuit. Nor i.s the 
specialisation confined to this. Spinning is again divithrd 
according to the coarser and finer qualities of yarn, 'riu; 
Oldham district, with Ashton, Middleton, and other tiiwns 
south of Manchester are chiefly confined to the nicdiutn 
numbers. Dolton, Chnrley, Preston, and oilier nortlnTU 
towns undertake the finer numbers. Jn w<taving thcie 
is even more intricate diviMon of labimr, each town or 
district specialising upon sonic particular line of goods.* 
Moreover, it must be borne in mind that the substitu- 
tion of the factory for the doine.slic system anil the 

^ Cf. Schulze- Gatjvern if z’s invest i|;al inn of this wlinh* 

JHfr Gvosshehu'b^ pp. y.S, rjrj, (.(i*. Ak>d, Ifnltii in ihiH\k 
ftliled by Professor W. J, Ashley, 
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continual enlargement of the average factory indicates 
an important progressive concentration. So the cotton 
industry does not in fact cover nearly so large a local 
area as when it was one-hundredth the size. The same 
is true of the other chief branches of the textile and 
metal industries. Nor is it only in the manufactures that 
towns and districts are closely specialised. The enormous 
increase of commerce due to machinery of manufacture and 
of transport requires the specialisation of certain towns for 
purely commercial purposes. London, Liverpool, Glasgow, 
and Hull are more and more devoted to the functions 
of storage and conveyance. Manchester itself is rapidly 
losing its manufacturing character and devoting itself almost 
exclusively to import and export trade. The railway service 
has made for itself large towns, such as Crewe, Derby, 
Normanton, and Swindon. Cardiff is a portentous example 
of a new mining centre created when the machine develop- 
ment of England was already ripe. 

The specialisation of function in a large town is, however, 
qualified in two ways. The strong local organisation of a 
staple trade requires the grouping round it of a number of 
secondary or auxiliary trades. In large textile towns the 
manufactures of textile machinery, and of subsidiary 
materials, are found. The machine-making of Manchester 
is one of its most important industries, furnishing the 
neighbouring textile towns. Leeds is similarly equipped 
for the woollen trade. This is one of the respects in which 
the superior development of the English cotton industry 
over the continental ones is indicated. In Alsace alone of 
the continental centres has the concentration of industry 
advanced so far as to furnish a local machine industry 
specially devoted to cotton machinery. Germany is still 
largely dependent upon England for her machines.^ So 
likewise with regard to co-ordinate trades, there is an 
advantage in the leading processes being grouped in local 
proximity, though they are not united in the same business. 
Thus we find dye-works and the various branches of the 
clothing trade largely settled in the large textile towns, 
such as Leeds, Bradford, Manchester, Bolton. The unit 
of local specialisation is thus seen to be not a single 


^ Schulze-Gaeverixit*, p. no. 


TI 
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trade, but a group of closely allied trades, co-ordinate, 
dependent, and derivative. 

Round some large industries in which men find employ- 
ment minor parasitic industries spring up stimulated by the 
supply of cheap abundant labour of women and children. 
In metal and machine towns such as Birmingham, Dudley, 
Walsall, in Newcastle -on -Tyne, and other shipbuilding 
towns, where the staple industries are a masculine mono- 
poly, textile factories have been planted. The same holds 
of various mining villages and of agricultural villages in the 
neighbourhood of large textile centres. There is in the 
midland counties a growing disposition to place textile 
factories in rural villages where cheap female labour can be 
got, and where the independence of workers is qualified by 
stronger local attachments and infeiior capacity of effective 
trade union organisation. As textile work passes more and 
more into the hands of women, ^ this tendency to make it 
a parasitic trade thriving upon the low wages for which 
women*s labour can be got where strong and well-paid 
male work is established, will probably be more strongly 
operative. 

§ 13. The specialisation of ceitain districts within the town, 
though far less rigid than in the medieval town, is very 
noticeable in the larger centres of industry. Natural causes 
often determine this division of localitie.s, as in the case of 
the riverside industries, brick-making and market-gardening 
in the outer suburbs. Round the central station in every 


* The following table* shows the nroporlions of females in uj<x> 
occupied persons in the chief textile inuuslrics of England and Wales. 
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* Getiinal 0 / p. 80. 
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large town, for convenience of work and life, settle a 
number of industries related to the carrying trade. Every 
trade, market, or exchange is a centre of attraction. So 
the broking, banking, and the general financing businesses 
are grouped closely round the Royal Exchange. Mark Lane 
and Mincing Lane are centres of the corn and tea trades. 
In all town industries not directly engaged in retail distribu- 
tion there are certain obvious economies and conveniences 
in this gregariousness. Agents, travellers, collcctois, and 
others who have relations of sale or purchase with a number 
of businesses in a trade find a number of disadvantages in 
dealing with a firm locally detached from the main body, so 
that when a district is once recognised as a trade centre, it 
becomes increasingly important to each new competitor to 
settle there. The larger the city the stronger this force of 
trade centralisation. Jhlence in J-ondon, untrammelled by 
guild or city regulations, we find a strong loriilisation of 
most wholesale and some retail businesses. In retail trade, 
however, the economic gain is less univeri^al Since retail 
commodities are chiefly for use in the home, and homes 
are widely distributed, the convenience of being near one’s 
customers and away from trade competitois is often a pre- 
dominating motive. Shops which s<dl bread, meat, fish, 
fruit, groceries, arti<'K*s which are bought fre(iucntly and 
mostly in small rpuintities, shops sculling cheaper articles of 
ordinary coiisumplifui, such as toluicco, millinery, stationery, 
and generally shops selling articles for domestic use, the 
purchase of which lulls to wtmnjn, are widely dispersed.’ On 
the Ollier hand, where the articles are of a rarer and more 
expensive order, when it is likely that the purchaser will 
seek to compare prii-e ami cliaracter of wares, and will pre- 
suimtbly be willing to rnak(‘ a special journey for the purpose, 
the centralising tendency prevails in retail trade. So we 
find the vendms of rnrriagirs, piano.s, bicycles, the heavier 
articles of furniture, jewellery, second-hand books, furs, and 
the more expensive tailors and milliners clustering together 
in a special street or neighbourhood. 

KffciiUve competition in retail trade sometimes requires 
concenlralion, $omclime.s dispersion of business. Rut the 
most characteristic nmdern movement in retail trade is a 
combination of the centralising and dispersive tendencies, 
and is related to the enlargement of the bu.sincss-unit 
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which we found proceeding evci> where in industry. The 
large distributing company with a number of local blanch 
agents, who call regularly at the house of the con- 
sumer for orders, is the most highly organised form of 
retail trade. In all the depaitments of regular and general 
consumption the movement is towaids this constant house- 
to-house supply. The wealthier classes in towns luue 
already learned to purchase all the mote pciishable forms of 
food and many other articles of house canf‘iimpti(»n in this 
W’ay, while the growing facilities of postage and conveyance 
of goods enable them to puichase fiom a large cential stoie 
by means of a price-list all other consumables into which 
the element of individual taste or caprice docs not largely 
enter. ^ This habit is spreading in the smaller towns among 
the middle classes, so that the small dispensed retail 
businesses arc becoming more and more dependent upon 
the supply of the needs of the working classes, and of such 
articles of comfort and luxury as may appeal to the less 
regular and calculable tastes of the moneyed classes, Ju.st 
as in towns we have a constant automatic supply of water 
and gas instead of an intermittent supply dependent on a 
number of individual ads of puichase, so it seems likely 
that all the routine wants of the consumer will be 
su])plied 

How far mechanical inventions may be a]>plicd to increase 
the facility and cheapen the cost of this dLstribution it is 
difficult to say. The automatic machine for distributing 
matches and sweetmeats is adaptable to most forms of 
routine consumption. In the larger slorc.s many kinds of 
labour-saving machinery are already applied. As steam <»r 
electric power i.s adopted more widely in the local transp</U 
sei vices the retail distribution of goods from a large single 
centre is likely to proceed apace, and a displacement of 
human labour by machinery similar to that which is taking 
place in manufacture will take place in distribution. So far 
as the wants of large classes of the public become regular 
and their consumption measurable in quantity, machinery 
W'ill unquestionably take over the Uib(nir of distribution, 
especially in the large lowius whi<*h ate absorbing in a way 
convenient for mechanical distribution a larger propurtitm 
of the consuming public. With each new encroachment of 
machinery into the domain of the distributing trades the 
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business, increased area of tlio market, increased complexity 
of relations to other trades, increased specialisation of local 
activity will be clearly discernible. 
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related trades and markets which forms the world-industry. 
The physical instrument by which these economic forces, 
making for increased size, heterogeneity, and cohesive- 
ness,^ have been able to operate is machinery applied to 
manufacture and transport. Moreover, each new encroacli- 
ment of machinery upon the extractive and the distributing 
industries brings into prominence within these processes 
the same structural and functional cliaracteri.stics. 

^ In a free application of Spencer’s formula of evolution to nunlein 
industry I have not included the quality of ** dt^finiteness” whir*!] close 
reflection shows to possess no j^ropexty which is not included under 
heterngeneity and cohesiveness. 
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CHAPTER VII. 

COMBINATIONS OF CAPITAL. 

§ I. Competition intensifies with Modem Capitalism. 

§ 2. JixperUmnts in Combination. The Birmingham Al- 
liance. 

§ 3. Bools** in American Metal Trades. 

§ 4. Conferences in Railroads and Shipping. Insurance 
Bools. 

§ 5. Corners** in Markets. 

S I. The increased size and complexity of the business- 
unit in those industries where the concentrative force of 
capitalism has operated cause changes in the relations 
between businesses contributing to the same market. 
When the growth in the normal size of the business is 
attended by a corresponding expansion of the market, the 
total number of competitors may remain as large as before, 
and the terms of their competition may remain unchanged. 
Put in most branches of capitalist industry the market does 
not continue to expand as fast as the size of an effective 
business, so that the number of effective competitors in a 
market tends to be smaller. So long as the competition 
among the smaller number of large competitors remains as 
as former^ among a larger number of small com- 
petitors, no radical alteration in the structure of the market 
takes place. All the productive economies tend as before 
to pass into the hands of the consumer in reduced prices of 
commodities. Nay, more than this, a competing firm cannot 
even keep to itself the advantages of some private individual 
economy if its competitor possesses some other private 
economy of equal importance. If A and B are two closely 
competing firms, A owing a special machine capable of 
earning for him 2 per cent, above the normal trade profit, 
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and B possessing an equal advantage in a supply of cheaper 
labour, these private advantages aie cancelled by com- 
petition, and pass into the pocket of the consuming public 
through reduced prices. 

There is every reason to believe that with a diminution 
in the number of competitors and an increase of their she, 
competition grows keener and keener. Under old business 
conditions custom held considerable sway; the personal 
element played a larger part alike in determining quality of 
goods and good faith; purchasers did not so closely com- 
pare prices; they were not guided occlusivcly by figures, 
they did not systematically beat down prices, nor did they 
devote so large a proportion of their lime, thought, and 
money to devices for taking away one anr>thcr’s customers.* 
From the new business this personal element and these 
customary scruples have almost entirely vanished, and as 
the net advantages of large-scale production grow, more 
and more attention is devoted to the direct work of com- 
petition. Hence we find that it is precisely in those trades 
which are most highly organised, provided with the most 
advanced machinery, and composed of the largest units of 
capital, that the fiercest and most nnsc;rupulf)us c^ompetitioii 
has shown itself. The exact part which macinnery, with 
its incalculable tendency to over-production, ha.s playerl in 
this competition icmain.s for later cornideralion, I Join it 
is enough to place in evidimce the ackuowledgtal faf:t that 
the growing scale of the business has intensified ami not 
diminished competition. In the great machine industries 
trade fluctuations are most .severely fidt; the smaller 
busineiises are unable to .stand before the tide of depre.s.sion 
and collapse, or are driven in self-defence to coalesce. 1'he 
borrowing of capital, the formation of joint-stock enteritri.se 
and every form of co-operation in capital has pror(»otled most 
rapidly in the textile, metal, transport, sliipping, and machine- 
making industrie.s, and in those minor niamifacturtfs, such as 
brewing and chemicals, which reriuire large quamiti<*« of ex- 
pensive plant. 'J'his joining together of small capitals to 
make a single large capital, this .swallowing up of small by 

* Thwe still survive! iu mlaiu nliJ-fusliitijic>l Iratli"; finns whlrluh) 
business without foriuul wiillen coiilracls, ami wliirli wituhi he .ishainetl 
to take a lowL*r jivice than they had at fii,! a led, loheat 

down another’s price. 
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large businesses, means nothing else than the endeavour to 
escape the risks and dangers attending small-scale production 
in the tide of modern industrial changes. B\it since all are 
moving in the same direction, no one gains upon the other. 
Certain common economies are shared by the monster com- 
petitors, but more and more energy must be given to the 
work of competition, and the productive economies are 
partly scjnandered in the friction of fierce competition, and 
partly pass over to the \)ody of consumers in lowered prices. 
Thus the endeavour to .secure safety and high profits by the 
economies of large-scale production is rendered futile by 
the growing severity of the competitive process. Each 
big firm finds itself competent tu undertake more busi- 
ness than it alicady possesses, and underbids its neigh- 
bour until the cutting of prices has sunk the weaker and 
driven profits to a bare subsistence point for the stronger 
competitors. 

§ 2. The intensity of competition thus generated under 
developed capitalism, when a few large businesses find an 
increasing difficulty in disposing of their full output regu- 
larly and at a profitable price, drives the competitors to 
seek some arrangement with one another which shall 
mitigate the severity of the .struggle. 

These anangenuMUs are jiriiimrily directed to restrain 
underselling l')y fixing price-lists, and when necessary and 
feasible, by regulating output: firms do not cease to com- 
pete, but endeavour to limit the term.s of thtiir competition, 
'rhere is of course nothing nmv in this: in local industries, 
especially where goods lire .sold directly to consumers, prices 
never have been fixed by “free” compelilion; the regula- 
tioas of (jinlds ami of Assizes have always been succeeded 
by conspiracie.s among local vendors to hold up prices. In 
the case of larg«i <‘apitali.sl' industries the nece.ssary 
mechanism of the markc-t for buying raw material and for 
selling their product, the (kmi or Colton ICxchange, the 
Clearing House for Kailroad.sp or Banks, the necessary 
organisation of the trade for oljtaining quick and sure 
intellig(!nt*c cut matters of common trade interest, the 
growth of Wage Hoards and oUut machinery for dealing 
with labour,' -all these form a basis of association which 
(‘an be utilised for regulating competition. 

The earliest stage is one of informal agreement, starting 



170 THE EVOLUTION OF 

first among competing firms of a particular locality, and 
gradually extending so as to cover the entire tiade, m a 
sufficient proportion to give the rctiiiircd control of price. 
This has been the typical movement in the Jlritish iron, 
steel, and engineering trades during recent years. 

The statement of a representative trade journal in i8yK 
accurately conveys the state of those trades. “We have 
now in operation agreements or uiideistandings as to prices 
in the rail, ship-plate, boiler-plate, bar iron, and other 
branches of the iron and steel trades of this country by 
means of which prices arc fairly well maintaineil and 
cutting is largely prevented.”^ 

Amid other schemes of combination or anialgamation 
which are in progress in the metal, textile, and othiT staiilo 
manufacturing and commercial iiKlu.slrujs in Britain these 
experiments for regulating price-s by informal agrt*i‘m(*nts 
are everywhere rife. Their success or failure d(ip<imlii in 
the main upon two conditions -first, the proportion of the 
total trade commanded by a few great <.‘oinpeting firms ; 
second, the state of the market as regards su[)ply. When, 
as in most departments of the British metal and tinginecring 
trades, a few gigantic Inisincsses cloininalo the iiiatkd, tlio 
existence of a latge number of small firms doing for the 
most part a purely local biHincss, ni»cd tmt pn-vcnt the 
maintenance of a successful prhv list. ( )n tin* other hand, 
an overstocking of the market, due to a large imprr>vemenl 
of productive plant or a collapse in tlrmamh nmy easily 
knock the bottom out of such an “agreement” and lead to 
secret or even open unclersvlliug. 

The rapid changes, alike in r*apacity of production and 
in volume of demand, which are <:liarar:i«‘risti<: of modi-ni 
markets, afford littki security to *^*lgrec^a^nls ” of compiling 
firms unless accompanied by .some effcctivis gnarantcs;,s or 
penalties for infringement of the conditions of th<; agret;- 
incnL In order that agreements to maintiiin prtdiiablt* 
prices may have any chance of eiidurin/; .succ'ca.s it is per- 
ceived that they must be accompanied by provisions for the 
regulation of out{)ut, or for the proportionate disfribution of 
“orders." In mining and manufiieluring businesses limita- 
tion of “ output " is in some countries tlie 1 lasis (ff an rflci live 


^ Jron fjfW Cotii AWmVw (fjufifcd p. 
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agreement In England, however, little recourse ha<? yet been 
had to this method of maintaining prices. When, as recently 
in the Lancashire cotton industry, competing firms have 
agreed to work short time, the policy has been ad opted not 
in order to hold up prices, but to deal with a passing 
emergency due to a short supply of material. Although 
more than once in the South Wales coal trade the proposal 
has been made to limit the output and to distribute the 
orders among the various collieries, no expeiimcnt upon 
these lines has been tiied. 

But while most of the important Biitish manufacturing 
industries are experimenting upon “informal agreements,’* 
a number of smaller trades, especially in metnl industries, 
have been seeking a firmer basis of a.ssociaiion. “The 
Birmingham Alliance” is the name given to a species of 
combination, which, starting in the iron bedstead trade in 
1890, was adopted by various minor branches of metal 
manufacture in the Midlands, and later by the dyeing trade 
of the West Riding and a few other industries of the second 
rank. Its prime basis was a formal agreement among the 
members of the Employers’ Association to adopt a scientific 
system of “cost-taking,” to add an agreed portion of profit 
to the true cost, and thus to reach a price-list to which 
every member should bind himself to adhere. The novel 
portion of the scheme lay in the extension of the combina- 
tion so as to include labour. The Employers’ Association 
entered into an alliance with the Trade Unions, signing a 
formal agreement wdiereby each employer bound himself to 
employ union members irfily, w’hile the 'Trade Union bound 
itself oifiy to supply men to employer’s who were members 
of the Associnlion. On the basis of a certain ])crmanent 
addition to existing wages a sliding scale was fixed, whereby 
future wages rose and fell in direct proportion to profits. 
The whole scheme was ilinrhed by a Conciliation Board 
upon wlrich employiirs and worker’s were equally repre- 
sented, with provision, when tiecessary, for inqrartial 
arbitration. If an employer broke away from the Alliance 
or violated his pledgi.’S, this Board “called out” his wwk- 
men. 'I'he outside competitor was to be met “by well- 
arranged, careful, judicious, and systematic underselling, 
until he is compelled cither to retire or to come to terms.” 
A fighting fund was raised to deal with such cases, and a 
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system of ^'rebates’* was added in order to detach customers 
from foreign makers. 

For several years the plan was successful in the bedstead 
and several other trades : prices were raised, profits were 
high, and large bonuses were added to wages. I'ut the 
high profits were found in time to overstrain the economic 
strength of the Alliance, disloyal members of the Associa- 
tion began to practise under-selling by false invoices or 
secret commissions, while outside comptitition began to 
assume loo formidaljlc dimensions. As a result of this 
demoralisation, in 1900 the Bedstead Alliance broke down, 
followed or preceded in its fall by most of it.s imitators. 

§ 3. This experiment serves to show that not even a 
formal agreement among firms as to selling price.s is cajiable 
of being maintained unless the Association possesses .sonic 
direct control over the output of the several firms, and can 
easily detect and adecjuatcly punish infractions of the agret;- 
ment. A number of interesting experiments in IndiLStrial 
Pooling in the United States are exprcs.sly directed to 
discover and test the best methods of maintaining such 
agreements. 

“Manufacturers desiring to form a pool u.sually create 
an unincorporated organisation, .such as th (5 Hessemtir 
Steel Association, the Merchanls* Ore Association, or the 
Steel Rail As.sociation. All agree to niaiiilain a srhcilule 
of prices fixed by the Association and to limit their ]>ro- 
duction accordingly, Kach manufacturer is allowed to 
produce (or sell) only a certain percentage of the whole 
output, depending upon tluj capacity and advantages of his 
plant To prevent violation of the agreement, a money 
deposit is often required from each, forfeitable to llu; 
Association.’^' 

Expert accountants are employed: fines are impost'd 
upon firms piodueing mote than the allowed percentagf', 
a corresponding bonus being paid to those producing le.ss. 
Prices and allotments of output arc arranged each November 
or December for the folh^wing year. A territorial divi.sion 
of the market is fretpienlly practised. As a rult*, local 
prices are arranged, by first fixing a uniform factory price, 

' W. K, Bulchcr in an article (in “ Induct liul l^onring'* {QuarirHy 
Journal ofi^^commUs^ Nov, 1904), fmm which the fulhiwmg puriicular* 
are also taken. 
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and then adding a freightage from factory to the place of 
sale. 

Several variations from this general type are extant. 
“Several pools have omitted the»feature of percentage allot- 
ments, and have placed a tax upon all manufacturing.” 
Another device is the joint sales agent. The combining 
lirnis agree to use a single party for their sole sales agent, 
he contracting with each of them separately, but fixing a 
uniform selling price. “ Another form of pool is based on 
patents essential to the manufacture of the article. The 
patentee sells the rights of use, for a uniform royalty, to all 
who apply. He also limits the quota to be produced by 
each firm, above which amount the royalty increases 
rapidly.! 

The steel and iron trades in the United States are honey- 
combed by such pools. The ore when dug is handled by 
an Association, claiming to fix prices and regulate output. 
In the manufacture of pig-iron an Association arranges prices 
among furnace men. Steel billets were pooled in 1896, and 
again since xgoo; so also with heavy materials such as steel 
rails, beams, angles, bars, etc., and light materials such as 
chains, bolts, pipes, and tubing. 

Few, if any, of these pools can be regarded as stable 
organisations. Their frequent collapse is regarded by Mr. 
Belcher as the natural result of early attempts at overgrasp- 
ing by rises of prices. The chief interest which attaches to 
them is due to the fact that, like the English Alliances,” 
they represent endeavours of manufacturers engaged in 
capitalist industry to secure an element of monopoly profits 
without abandoning the independent ownership and control 
of their seveial businesses. 

g 4. 'rhe largely developed capitalism of the transport 
trades by rail and water has led to the adoption of methods 
of agreement in regulation or restraint of competition more 
enduring and successful than those agreements of manufac- 
turers just described. In Great Britain and the United 
States, the two chief nations where railroads have been left 
to “private enterprise,” railroad companies exposed to keen 
competition have organised common systems of rates for 


1 The Consolidated Seedless Raisin Co. and the National Harrow 
Co. arc named as of this order of “pool.” 
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freight and also for passenger traffic. In Great Britain 
these agreements to regulate ^^competition” aie openly 
recognised; in America they are illicit, but operative all the 
same. The English method is by Conferences, of which 
there are two principal ones — “The English and Scotch 
Traffic Rates Conference’’ and “The Normanton Confer- 
ence.” “ The English and Scotch Conference is composed 
of representatives (who arc usually the chief goods managers) 
of all the companies, both English and Scotch, who are in- 
terested in the carriage of goods between places in Englaml 
and places in Scotland by the various routes. These repre- 
sentatives meet once a month, and deal with all questions 
arising in connection with the making of new rales or the 
alteration of existing rates for competitive places between 
which more than one company can carry. The Normanton 
Conference, which was originally established lo control the 
rate for a certain district of which NorniaiUon, where its 
meetings were formerly held, was a convenient centre, has 
gradually so much extended its scope that it is now com- 
posed of representatives of nearly every company of any 
importance in England, and governs almost the whole of 
the competitive rates which are not dealt with by the 
English and Scotch Conference.”^ 

The fixing of rates is sometimes .supplemented by a furtlier 
plan, which brings the agreement into closer resemblance 
to the industrial pool above described. This is known as 
the “Percentage Division of Traffic.” “Supposing that 
there is a certain trafiic to be conveyed between two towns 
or districts, and that there are two or more railway com- 
panies, each having a route of its own by which it is enabled 
to compete for the traffic. An agreement is come lo that 
the receipts derived from the whole of the traffic carried by 
all routes shall be thrown into a common fund, and that 
each company shall be entitled to a certain percentage of 
the whole. , . . The percentages are usually adjusted on 
the basis of past actual earnings, but in settling the terms of 
the agreement due weight is accorded lo any i)rospectivc 
advantage which may entitle one company to claim a larger 
proportion than it has carried in the past,”^ 

> Sir G. FinJlay, *riu IVorkinj^ and Mana^cmmt of an English 
Railway^ p. 265, 

" Findlay, p. 267, 
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In America, where all positive rate-agreements between 
competing railroad corporations are illegal, the machinery 
for such regulation is more informal and hidden from the 
public eve, but there can be no doubt that recourse is 
continually had to rate-fixing, and even to the pooling of 
business among competing roads. 

“It is idle to say that where such a condition exists, 
where, for example, every one of the numerous lines trans- 
porting grain from Chicago, St Louis, and kindred points 
to the Atlantic seaboard advance their rates upon the same 
day and by precisely the same amount, there has been no 
understanding between those companies. Nor do the 
carriers, as a rule, deny such concert of action, but they 
insist that it does not proceed to the point of an unlawful 
agreement^' ^ 

The term Conference is also used to describe the organi- 
sation by which competing shipping companies maintain 
fixed rates, and preclude outsiders from entering their trade. 
A Conference is an arrangement among the leading lines of 
steamships, plying on a particular sea route, to charge a 
fixed “fair” rate for freight and passenger traffic. Such an 
arrangement can only be effective on condition that all or 
nearly all the regular lines come into the Conference. For 
the power of a Conference is exercised directly on the 
shippers by means of a “rebate” system, which operates 
partly as a bribe, partly as a menace, inducing shippers to 
do business exclusively with menihers of the Conference, 
^riic system appeal. s to have begun in the C'hina trade, and 
the following circuliirs illustrulc its working as early as 
1 8H4 1’ • 

“To those exporters who confine their .shipments of tea 
and gi'iieral cargo from China to Kuroj)e (not including the 
Mediterranean and black Sea ports) to the Peninsular and 
Oriental Steam Navigation t^omiKUiy’s, Messageries Mari- 
time (.knnpany^s, Ocean Steamship Company’s, (lien, (kistlc, 
Shire, and Ben lines, and to the Steamships Oopac^k and 
Ningcliow, we shall he happy to allow a reixile of 5 per cent, 
on the freight charged.” Another (drcular issued l^y the sanie 
(Jonference in 1885 states lliat “shijunents for London by 
non Conference steamers, at any of ilie ports in Cliina or 


* Rif(irt4f2nUr*St»U Cmmeru QQmmhHonfer p. 15- 
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Hong-Kong, will exclude the firm making such shipment 
from participation in the return during the whole six- 
monthly period within which they have been made, even 
although the firm elsewhere may have given exclusive 
support to the Conference lines.”^ The object and effect of 
this method is to confine trafiic to Conference lines with 
agreed rates, and to preclude “ tramp ” steamers or sailing 
vessels from calling in and taking business cither at the 
Conference rates or at reduced rales. 

The usual method has been for the steamship lines to 
charge, in addition to the freight rate, a “primage” of lo 
per cent., with the understanding that after a stated time 
(say six months) they would refund the “primage” to 
shippers who had not shipped by “outside” steamers. 

Since ocean routes are international higliroads, such Con- 
ferences have naturally expanded beyond the limits of a 
single nation, and English, Trench, German, Dutch, and 
American companies have been drawn into the system, 
which has been extended from the Far East trade to the 
Cape, West Indian, Australian, North Amctican, and South 
American trades. In the case of the stnmger Conferences 
the “monopolies” thus established rest, not merely upon 
the system of rebates, but upon Post Office and other 
public subsidies, and upon port facilities which give them 
an advantage over outside companies. 

The substantial identity of this method of limiting com- 
petition with that employed by railroads is admitted by the 
Chairman of the I*, and O. Company in the following 
terms: — “It was not possible profitably lo carry on ship- 
ping business unless there was uniformity of tarifis settled 
by a ‘conference' of the shipping companies. These 
conferences might be compared to the agreements which 
existed between the various railway companies of the 
United Kingdom. Kailways charged identical rates when 
running between the same points, although they competed 
in speed, train accommodation, and general facilities. Tiiis 
was exactly what the steamship companies did.”'^ 

The form of combination in which competition is most 
rigorously limited, and business independence reduced to 

' Quoted Macrosly, p. 157. 

* Annual meeting (quoted Macrosly, p. 158). 
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its lowest terms, is found in certain blanches of the insur- 
ance business, notably in British Fire Insurance. The 
entire trade is in the hands of a very small number of 
companies, who organise a strict set of rates with heavy 
penalties for proved infractions, and agree to share the 
business which comes into each company, dish ibu ting it in 
a fixed proportion among the various companies. This 
■system of rc-investment, designed primarily to equalise 
risks, serves likewise to equalise business, leaving to the 
several companies a competition virtually confined to 
economics of collection and office administration. There 
is only one price offered to the in.surer, though slight varia- 
tions in the form of policy and mode of payment are 
doubtless utilised by the agents of the several companies to 
secure for their firm the initial handling of business. 

§ 5. All the forms of combination in restraint of competi- 
tion hitherto examined fall short in some mea.surc or respect 
(»f an entire amalgamation or identification of interest 
among the combining businesses. 

\Vc must now proceed to consider cases where restraint 
of competition is pushed to an amalgamation whiidi eitlict 
m(*rge.s the hitherto independent businesses or identifies 
their profitable interests. Such amalgamation or identifica- 
lion may be temporary, for the purposes of a single business 
or a series of cm/s, in which case no merger of 
ccoiujinic or legal structure takes places ; or it may be per- 
manonl, involving a disappearance of the economic and 
.shiiujlimes of the legal entity of the several businesses. 

A temporary ‘‘coinbiuc” of normally competing biisi- 
n<‘.sses in order to “rig the market,’’ “corner "the supply, 
hold up prices and take monopoly profits, though a frequent 
})h<momenon in modern business enterprise, need not detain 
us long. Such “(;<jrner.s” are commonly contrived by 
seeming in the transport or mercantile stages through which 
sr)ino commodity jiasse-s from the farm, iniiui, or mill, to the 
whole.salo r>r rclail rnark(‘t, a control of the whole supply, 
or a sufiicicnlly large proportion of the supply, to give a 
mastery over s<*lling pritics. 

'I'he tyiH(*al covntT is a financial movement on one of the 
produce markets by wliich the wheat or ('olton crop.s, or 
some other inquirlant supply oX food or law matciial, is 
held up for a time by speculators who hope by monopolis- 

12 
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ing the supply to conipol mei chants or other .spo<‘ulatf>rs, 
who have bound themselves to deliver quantities of this 
commodity at a given date, to buy it from them at :i greatly 
enhanced price. 

The following description of a corner in wheat will 
for an example : — 

“The man who forms a corner in wheat, first purchases 
or secures the control of the whole available supply of 
wheat, or as near the whole supply as he can. In addition 
to this he purchases more than is really within reach of the 
market by buying ^futures,’ or making contracts with 
others who agiee to deliver him wheat at some future tiint*. 
Of course he aims to secure the gi eater part of his wheat 
quietly, at low figures,* but after he deems that the whole 
supply is nearly in his control, he spreads the news that 
there is a ‘corner^ in the uiaiket, and buys o])enly rill th(* 
wheat he can, offering higlier and higher prices, until b** 
raises the price sufficiently high to suit him. Now the men 
who have contracted to deliver wheat to him at this dale 
are at his mercy. They must buy their wheal of Itim at 
whatever price he cliooses to ask, and deliver it as soon as 
purchased, in order to fulfil llujir ronliacls. Meanwhile 
mills must he kept in operation, and the iniller.s iiave to pay 
an increased puce foi wlual; they fhargtj llu* Ijuker.i hi;'lii*r 
prices for flour, and the haki*rs laiso the jtricii of lm*ai| 
Thus is told by the hungry mouths in the p-'or inaifs home 
the last at;L in the tragedy of the corner,”^ 

While most of these corncis organised \>y finaneier:* an* 
short-lived deals, il someiijne.s happims that a more dnralfle 
“combine” is atUmpled, moiii lurnly rest'inbling tin: “in 
dustrial pools” alreaily desmibed. A single ilhisliation (/f 
this method m\\ .sulhro ironi tin; “('opfUT.Syndirjile/’ which 
for some lime traded as “La Socicte Industrielle (\tinnw-j- 
ciale de Metaux.” Its iii'^tory in biief was this: A liody of 
French capitalists, Air llie most jmit not owners </f nmtf*s 
or metals, but spccnilators pnn* and j.implt', pljni'd in a 
common fund a sum of money with the iiaenlion of lornrr 
ing the supply of tin. iieforo coinjih'ling this 4 l(‘si;-n they 
were diverted into a lar;*or spiTulUion in tin* (7ippt'i 

^ Thm* n<‘nl, nf coinv, Ir* int aHujil ilivirjiin ♦</ iitio llir 

possfssinn nt tlit* King: llu* i*<‘ii*m*** of tlu* in tli« 

control, not in ilia pussossion ut guucU. 
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market. In 1887 they entered into contracts with the 
largest coppei -producing companies in various countries, 
agreeing to buy all the copper produced for the next three 
years at an agreed price, with an added bonus equivalent to 
half the profit from the sale of the same. In 1888 the 
Syndicate sought to extend its contracts with the chief 
mining coni pan iiis to cover a period of twelve years, 
arranging with them also to limit the output of copper. 
Por some time th^y held the market in their grip, and 
pi ices advanced considerably. T 5 ut, partly owing to a 
failure to complete their contracts securing a reduction in 
output, and partly from inability to meet current liabilities, 
the corner was broken down in 1881;, and the artificially 
inflated prices fell. 

Other more durable “corners” or “combines” formed 
not by outside sp(-‘Culators but by merchants and manu- 
facturers, ru.scml)le more nearly the Industrial Pools already 
described Such, for examifitJ, was the famous “ Big Pour 
Cattle Combine:” in Chicago, by which Messrs. Armour, 
Swift, Mon is. !ind Hammond c«nitrolled the cattle and meat 
trade ov(a* a Intgti part of the United States, fixing alike tlie 
prices paid to fanners for ratlin and the retail prices for 
beef paid by consumers* 

'Phese early ijxperimenls in temporary or partial com 
hination among firms independent in owiuirship and profit- 
able intere.st.s, though they an) disturbing elements of 
considetable magnitude at the pre.si*nt time, have no great 
or enduring importance as forms of capitalist association. 
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§ T. Growth of stabler forms of Combinatio 7 i 
§ 2, Structure of the German Cartel, 

§ 3, The economic tialure of a Trust, 

S 4. Classification and sfread oj Trusts, 

§ 5. Monopoly poiver of 2 'rusts, 

§ 6. Economy of large cupital m sufficient basis for 
monopoly. 

§ 7. The chief economic origins and supports of monopolies, 

8. 'Tariff as the foster-mother of 2 rusts, 

9, The railroads as supports of Trusts, 

§ 1 0. Tramport conjoined with sources of natural supply, 

S n. Business genius as a basis of Trusts, 

g 12, Horizontal afid lateml expansion of the 'TruU, 

g 13. CircU 7 mta 7 icesfamHriHg Trusts in U,S,A, 
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g 1 T). Monopolies in lice A? 2 s and Professions, 

g 1 7. Jnterfiational Trusts, 

§ 18. General sunmary of the extent oJ the 2 rust power, 

§ 1. The economic object of all the “cgrcemenls,” 
‘^alliances,” "combines,” "pools,” and "corners” de- 
scribed in the last chapter, is to establish some form or 
degree of " monopoly,” the owners of the supply agreeing 
upon a selling price, and refusing to compete by under- 
selling one another. In most cases, wlicre a lasting control 
of the market is sought, the agreement between the busi- 
nesses seeks to imj)ose some regulations upon output, 
implying a certain amount of control over the conduct of 
the several Imsinessc's by the "ronibine.” 

From the standpoint of economic structure and function 
the difference between tliese "combines” and the com- 
plete amalgamation of a Trust is only one of degree, alike 
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as regards (a) conlrol of selling price, and (P) loss of inde- 
pendence in business control. Legally the difference no 
doubt is large, for whereas the Trust generally assumes the 
foinx of a publicly authorised corpoiate body (thougli the 
legality of particular forms nmy be contested), the partial or 
temporal combinations aie ni almost every instance extra- 
legal or actually illegal. 

A half-way house between the informal combinations we 
have been consideiing and the “ 1 ‘iust/' or other complete 
amalgamation, is the “Caitel,” as found in Germany, 
Austiia, Lclgium, and other Continental Kuropeau coun- 
tries. Though their progeners may be traced far back in 
Dutch and German industrial histoiy, their present shaj>e 
and importance aie quite modern. Extending the idea of 
the Industrial Pool, the businesses adopting the Cartel have 
formed themselves into public corporations for the purpose 
of fixing unifoim selling prices and regulating output, but 
without assuming a direct control management over the 
syndicated businesses or a unifoim rate of profit. 

§ 2. 'riie best organised of these Cartels aie in the coul 
and coke imliistrica, and in the pig-iion, steel, and inauu- 
factured metal trades of Germany and Austria. The 
structure of the Cartel and its mode of operation is best 
illustiated in the iinpoitant Coal Cartel of the Kuhr in 
Khenish Westjilialia. 

The mineovviicis of the district form a selling company 
(with a nominal capital, the shares ol which they hold), 
designed to m’t as their sole agent tor the side of their coal. 
This eoiiipuny, or syndirate, is organised in statutory form, 
as a coiporution {A€tkiKt:;€.sclIschafi), Its duly appointed 
executive coiimiULee {V&rstanU) is empowered to make 
contracts with the mineowners severally, Ijinding itself to 
take from them and sell the output of the mines under 
certain arrangements as to price and payment, they in their 
turn undt't taking to s<dl all their coal, coke, etc., to the 
syiuliialL', with tluj I'xr’option of certain portions allottul to 
llu‘ir own use in their mining works, to their private use, 
and for ('citain j)iir[Josc’S of purely Jornl supply, 

7 'he miiu'ownrrs also agree with the Syndicate^ and 
with one amfilier to form an organisation or Association 
{Versammiitn^) in order to appoint a representative Council 
10 fiK the general price norms, assessmonls towards th.e 
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upkeep of the Selling Syndicate, penalties for breaches of 
agreement, etc., and to make other arrangements for 
enforcing the common policy. The most important func' 
tion ef the association, however, is the appointment of a 
commission to determine the “participation” — ue, the 
proportion of output to be allowed to each mine. 

The committee of the Selling Syndicate, thus receiving 
from the Association its general regulations as to (a) pro- 
portionate output of the several mines, {ft) general price 
norms, proceeds to apply and enforce the common policy 
— (i) buying and selling the coal, coke, and brickets jrro- 
duced by the syndicate niinesj (2) fixing the actual selling 
price or prices in the competitive and non-competitive 
markets; (3) proposing to the association the assessments 
for the expenses of the syndicate; (4) examining the books 
of the individual mines; (5) proposing fines for breaches of 
agreement 

The effect of this somewhat complicated machinery is to 
establish a common selling agent and a single miniumm 
price, and to regulate the general and the several outputs. 
The minimum selling price is that at which the syjidieale 
lakes the coal from the mincowners. Wlicre the syntlicaUr 
sells in competitive di&tiicts, it may sell as low as at this 
minimum. ^ In noii-eompetitivc regions it often .sells at a 
jjiemium, in which ca.se the surplus price i.s coinnionly, 
though not always, paid over to the mine which supplies it. 

The syndicate itself is not worked as a profit making 
company, all its expenses are covered by assessments on the 
mincowners; it is merely the selling instiument of a number 
of profit-seeking mincowners who seek to maintain high 
prices and to regulate output. There is no pooling of 
capital interests, no guarantee of a uniform rate of profit, or 
even of a uniform price paid to the several mincowners.^ 

The weak points of the Cartel ajipcar to be two. First, 
the refusal of certain producers to enter the syndicate, 
preferring to keep their liberty and to pursue an alternative 
policy of selling at the higher prices secured by the 
syndicate where it is strong, or ujidurselling it where it is 
weak. Second, the complaints of smaller and weaker minc- 

* This dcscn’ption of the Ruhr Cartel is condensed from the vahmlle 
monograph on “MonopDlibtic” Comhinalious in the German Ceml 
Ikulubtry, hy Francis WalUer (Ainericuii Kcoiiumic Asbociatioii, 2904). 
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owners or manuraetuiars that the late of pailicipation 
(output) is fixed to their disadvantage as compared with 
the laigcr and stronger producers. 

The fundamental defect appears, however, to lie in the 
fact that continuous employment cannot he guaranteed to 
the members of the Cartel, In order to meet or abate this 
defect a careful expoit policy forms a part of the working tjf 
the Cailel. 

“ We find that the Iron Kartell agreement fixes the 
quantity of miinufaLluied iron whitli each c-'lablishnunt is 
allowed to pioducc, but ‘in the contract arc not reckoned 
products which are exported, eithur by being sent directly 
into the foieign country, or through being sold to manu- 
facturing establishments (for example manulacturcrs of 
wagons or of locomotives), and by them used for export.' 
The result of arrangements of this nature would seem to be 
that a certain impulse is given to the cxpuit trade, more or 
less iires[)ertive of the prices at wiiieh the go(;ds can be 
sold in foreign countries. Hut ‘the Kartell cndeav<mrs to 
avoid a volume of prodiu'tion exceeding the reriuiremenU of 
the home inaiket; and its pradire accordingly is not to 
encounige tlie expoit liadc— «a trade caiiied on at a low<;r 
rate of piofit tluin the home Iradi*, or even at a loss.'"* 
Musi Carhds, however reluctant U> encourage exiioit tiade 
at unpiolilable rates, appear from lime to lime to be driven 
to this method of keeping their minus and vv(a*ks lunning. 
Not merely do they sanction and organise export trade at 
lower prices, but in many cases they enr ouiage it by means 
of bounties. Indeed the develoiunent of the export trade 
was one of the earliest rcasr^ns for association among the 
mining inten*sts/-* and the niodorn development of cx'iiort 
trade in CJennan manufuclnual and send-mamifiu*tui(*d 
goods is largely the <lirect result of a (larlel pfdicy, Whihi 
the Cartels would like te> vt'gulale output and prices wiihouL 
encouraging a h-ss profitalile itxpint tracUs the tendiMicy to 
over ])rodurtion in modern inanufacturus is so stimig that 
an absoluti! liniilalion of output to ihu needs of a legulated 
home inarkut is olti*n finind impractical ;lc, a»id some foreign 
tnillet is alh;wed or encouraged as a concession to the 
urgency of the ease. 

’ fbiin/,el, Ueher p. 217, i|uulctl C'd, 1701, p. ,^28. 

“ Wa!U<jr, p. 2oy. 
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The Coal and Iron Syndicates have duiing recent yeais 
adopted a general system of bounties or premiums paid, 
not to exporters of these raw materials, but to exporters of 
metal goods into which coal enters as a chief cost of pro- 
duction. As early as 1882 the iron interests of Westphalia 
and Siegenland appear to have given pi ice rebates to certain 
groups of rolling-mills,^ but the regular system of b junties 
in the mining and metallurgical industries seems to have 
begun about 1891.® As time went on this export policy of 
Cartels assumed a more highly organised shape, and in 1902 
the coal, coke, pig-iron and “half-finished” iron, and steel 
industries of Khenish Westphalia established at Diisseldorf 
a “Clearing-house for Export” in order to deal with 
premiums on export trade.® This clearing-house was 
empowered to fix bounties on the various goods, and the 
following were the figures fixed for the last quuiLer of 
1902: — 

1.50 in. per ton for coal. 

2.50 m. „ „ raw iron (excL coal bounty). 

10.00 m „ „ llalbzcug (incl. coal and iron 

bounty). 

While this Caild system appears most prominciil in the 
coal, iron, and metal iudirUrics, German and Austrian Caitels 
have handled sugar, petroleum, twine, cotton, worsted ami 
woollen yarn, a large variety of chemicals, be.si(l(;s a number 
of nii.sccllancous articles such as pencils, paper, cement, 
porcelain, glass, leather, rubber goods, electrical ap[)aratus.* 

The .spread of Cartels in Germany has indeed advanced 
with great rapidity since the beginning of her modern era 
of industry. Whereas in itSyo there exi.ste<l only five 
syndicates, the number in 1S97 was i>laced at 345, covering 
virtually the entire field of mamifactuie and commerce. 
During the last few years combination among syndicates 
lias reduced their number and increased their effective 
power. 

§ 3. Though Cartels arc often classed with Trusts, tlierc is 
a tolerably wide difference between them in economic struc- 
ture and ill function. The American term “'JVust” is hen^ 
adopted as the most convenient term to de.scribe a con- 

1 Walker, p. 220. CU 1761, p. 313. 

“ Kaflalovieh, p. 23. ^ Ctl 1761, p 358. 
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solidation of capital within a trade that ib large enough and 
strong enough to control to an appicciable extent the supply 
and the selling price of the articles with which it deals. 

The Cartel and the Industrial Pool, in which a number 
of separately-owned businesses participate, fall short, alike 
in control of production and of price, of the organic con- 
solidation of intercstT comprised m a Trust. Unity in the 
organisation of an industry commanding a market is the 
essential feature of the 'frust, which Is thus identified with 
a Monopoly in that the ical j)»vnership of the whole or tiic 
bulk of a supply is vested in it. 

This definition is at once narrower and wider than cer- 
tain common uses of “Trust.” For instance, in the United 
States the word is often applied to any large corpoiation, 
especially if it is funned by Ihc amalgamation of a number 
of formerly independent businesses. Now in almost eveiy 
field of eai»italist enterprise, e-.pecially in bunking, railroads 
and other transport, mining and metal-woiking industries, 
ainiilgiiination and the absoriition of weaker by slrongcjr 
businesses has been rapidly proceeditig in every advanced 
industrial couniuinity. DuL there is no reason to distin- 
guish these anialgamations or couiiiines from other large 
ccimj)anies or private InisinessuH for pieseut purposes unless 
their construction has the object anti the result of giving 
them a substantial power of monopoly. 

If a busine.s.s poss(;sses this power, it matters not whether 
it has come into being by amalgamation of a number of 
coin])eting ccpials, by the foicible abia»iption of weaker 
firms by a stronger, or by the i:realion of u single new 
corporation or private busine.ss in a new department of 
industry. 

Still les.s are we concerned with the special legal origin 
and nifiauing of the term “Trust” in our economic treat- 
ment of uionopolk's, exj^epL in ho far as it bears important 
testimony to the instability and weakness of llie “indu.strial 
pool” or other lormiil »>r infnnnal agieenumt among com- 
peting businesses, 'riie inability of competilois in the oil, 
sugar, whisky, and other imlu'itiies to secuie faithful and 
effective cu'uperation, as u-gards output and prices, by any 
method short of a surrender of their separate stock to a 
body of I’rustees empowered to exercise an absolute coiitnd 
over the conduct of their businesses, may be taken to in- 
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dicate that Cartels, Pools, and other “agreements” are 
merely transitory phases in the development of capitalist 
enterprise towards a higher and more perfect structure,^ 

§ 4, The Trusts with which we are concerned comprise 
all combinations of capital which are operated as business 
units and which exercise a substantial control of a market. 
The forms of combination may be classed as follows: — 

O. “Trusts pioper,” where the whole or the majority of 
the stock of the different combining businesses is trans- 
ferred to trustees who exercise full control, anil issue 
certificates to the several owners, the latter retaining in 
some cases mortgages to the extent of the valuation of their 
factories. 

The Standard Oil Trust is the leading case of absolute 
surrender to trustees in return for delivery of trust certi- 
ficates, the Whisky Trust of conditional suriender. 

P, Consolidations other than “'Irusts proper,” wheie 
practical unity of operation is secured with the retention of 
formal diversity or independence. 

This may be a tempoiaiy arrangument, as when a rail- 
load leases or rents another road, a policy sometimes 
adopted in other lines of business. 

Or it may be a permanent arrangement, as when a rail- 
road or other corporation purchases a conti oiling shaie of 
other corporations, operating them as parts of its single 
sy.stum, 

When a separate corperalion is formed for the purpose of 
securing a controlling share of a corporation or a number of 
competing companies in order to operate them as a single 
system, we have the so-called “holding Trust” ora “voting 
'J'nist” whose economic form nearly resembles the “Trust 
proper,” though its legal or illegal status is somewhat 
different 

Tlie holders of a majority of the stock in a company or a 
number of companies put the voting power of their stork 

' The Whisly Tiu.st hest uxcmpliriu.s the il«vul<)|jnmnt from a wciil.rr 
form of iJool. Kor iminy years agreeiiieuls liad lieuii made amonji llie 
comiicling disLillers, somciimes fixing an oiit))iil, .sometime.^ Irvyiiij' an 
asscssniuiiL upon the quanlily of com mashed, In ordi'r lo snhi.'uliiir llie 
export Ix'iulc, so as, hy iclieviug the pimiue on the home m.uKi't, 
to keep \i{> remuiictative pricc-s. These pools were Guntinu.dly being 
l>roken, and the failure to mainlain Mich agreements led to the foniu- 
tion of the Trust. Cf. Jenks, 7 ‘An Trusi Ptobkm^ p. loS. 
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into the hands of a body of Uusiucs or a Trust company, 
empowerinif the latter to carry on llio afiaus of the company 
or companies in accordance with some general line of policy 
pieviously determined. 

^‘The individual shaieholdcrs may then pledge or sell or 
dispose of their stock in whatever way seems to them best, 
but the voting power remains in the hands of the trustees. 
The purpose of such a voting Trust is, of course, to pre- 
serve continuity of the x^olicy which, for whatever reason, 
the shareholders piefer. In some cases it may be liiaL the 
majority of the sLuckholdeis of the original corpoiation 
think it desiraljle to devote all the eaiuings for a specific 
[icriod to the iinjiioveinent of the property instead of to tlic 
payment of dividends. It might be impossible to continue 
such a pulii.y with a shifting body of shareholdcis, many of 
whom might wish to receive annual dividends. If, how- 
ever, the stuck can be transferred, but the voting power 
remains in a few hands, the pfdlr.y can be carried out 
consistently for u fixed ])enud of ycurs.’*^ 

'I'he nu^st notorious example of a holding trust is that ’ 
known as the Northern Sc<’uritieH Company, formed for the 
purpose of placing in common hands a controlling shaie 
of the .stock of lour great railroads in order to restrain 
competition and to operate them as a single system. The 
h^galily <jf this form of trust in railriKids has been success* 
fully calli'd in fpiesLion, but modern linancial develop- 
ment gives increasing prununence to tins method of 
uniting multilonu ownershij) of stock with concentrated 
control. 

7 . Amalgamation, in which u complete “merger** of 
competing businesses is efTected, as in the fusion of the 
New Vork Central and Hudson Railroad, or the fusion of 
the Union an<1 the Castle Steamship lines in England. 

This process of complete amalgamation, either by agree- 
ment of ettuals or iiy coercion and forcible absorption on 
the part of a stronger competitor, is of couise the most 
general process of conceutralioii of capital in every large 
line of big industry. Where such amalgamation yields a 
basis of monopoly, it is eutitled to rank as a “Trust” 
within the meaning, of Uni word here taken, and probably 


^ Jenks, Thu Ttmt pp« 115, 116. 
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the majority of effective “monopolies” in manufacture, 
transport, and finance are built up in this way. 

5 . Absorption of a number of competing businesses by a 
new company established for this purpose. The United 
States Steel Corporation and the Atlantic Shipping Combine 
are two conspicuous examples of this mode of establishing 
a Trust^ 

§ 5. Many of these methods of combination have been 
followed for the purpose of securing economies of operation 
or of restraining a cut-throat competition, and not with a view 
to exercising any substantial powers of monopoly. Although 
such combinations are frequently classed as Trusts, they do 
not differ essentially as economic entities from other large 
companies which are not the products of combination, and 
they do not concern us in our study of Trusts as here 
identified with monopolies. 

I'hc monopoly power of Tiusts is of course entirely a 
question of degree. No Trust is the sole source of supply 
throughout the whole of its market; no 'Prust is without 
actual or potential competition which hauls its control of 
prices. 

The lists of trusts and combinntions which piupoit to 
show how large a proportion of the aggregate industry of 
the United States or other nations has derinitely passed 
out of the competition .stage into a stage of private mono- 
poly are not reliable as sources of accurate nieasurenieiit, 
though they are serviceable as indicating the extent of 
progress in concentrated capilnlism in the several industrial 
departments. From this standpoint it is significant to find 
that in i8yg the Ntw York Journal of Commerce published 
a list of 350 Ousts and combinations in existence that 
year. 

Lai go American corporations (mostly foruied by com- 
bination) practically control the entire industry of land and 
water transport by steam and electricity, banking, insuniiu'c, 
and finance in general, the local services of water, gas, etc., 
l>esides the local and national telcgiuph and li^lrpljoiie 
systems^ the industries of mining and of inijr.ition, the 
publication of books and newnpapeiii, the gieat Ijulk of tin; 
wholesale and retail distribution in the cities, a huge, jiroh 

^ This cla^tincaLiuu fulluwb clubclylhu uaulybiii of Von ll.illuin hi^ 
chap. iU. 
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Mly increasing, ownership of lands and agriculture, a 
complete control over theatres and many other recreative 
industries, besides the control of almost all the large 
manufactures engaged in supplying tlic prime necessaries 
and conveniences of the people. 

The summary of Indusirial Combinntions presented by 
the Census Reporl^ of the United Siatis for 1900 gives an 
interesting indication of tlie classes of manufacture which 
have been most expostjil to the growth of combination. 


Tnilustry Grmip 

X 1 ». of 
Cuiuliiija* 
tilin'. 

Xo. Df 

rianK 

C'l.iti'l. 

Wage 

earners. 

I. Iron, steel, and pro- 



$ 


4lucls 

40 

447 

34ii779,9S4 

I45,rrf39 

?. l-'nod and kin<lred 



products 


282 

247,044,67s 

33,165 

Chemicals and aHiod 



prodin ts 

Metals other than 

*5 

250 

176,5 1 2, «35 

28,401 

ium and steel 

1 1 

89 

1 1 8,5 1 9,. JO r 

20,523 

5. bK[nors 


210 

1'S,450 ,i 5« 

7,624 

K Vehicles 

6 

bS 

K5,06 s, 6«3 

34,422 

7. 'robaceo 

4 

4t 


17,661 

d. 'J'cxtiles 

W 

72 


37,723 

9. Leather, etc. 


roo 

62,737,011 

9.898 

JO, Paper aiifl prinliii j 

7 

116 

50.37>,6oi 

t6,7(tf» 

1 r. ("lay, glass, etc. 


180 

46,878,928 

20,294 

12. laimber, etc. 

8 

Oi 

21,470,281 

10,778 

13. Misr’tdhineous 

16 

1 18 

45,4 <)K,K('i 9 

17,243 

Total 

1 85 

2,0 JO 

81,436,035,910 

400,046 

Tlie following’^ is a list of the artirdes luanufactured or 


sold in Kjoo i)y large corporations — iff, with a nominal 
capital of over 10,000,000 dels: — 1‘erLilisers, alkali, beet 
sugar, brick, brass, bicycles, railroad cans, cotton oil, olectric- 
heating apparatus, fisli (packed), window glass, gas and 
electric-lighting fixtunjs, hides and leather, ice, linseed oil, 
lithograph productions, sewing machines, malt, school 
furniture, ships, silk thread, whisky, wire, steel-hocjps, 
sugar (cane sugar), thread, tinplate, tobacco, woollen 
goods, writing paper, copper, snulf, bolls and nuts, borax, 
steel, lumber, pluinnar:eutical pnxliiels, beer and ale (tlufru 

* CL W, M, Collier, TA^ Tf^sts, p. 15. 
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being combinations of breweries in the following cities: 
Chicago, San Francisco, Pittsburg, Boston, Cleveland and 
Sandusky, Baltimore] also Milwaukee and Chicago)] coal 
and iron (industries of Colorado, also of Tennessee), 
electric-car lighting apparatus, steel cars, cement, plug 
tobacco, cotton yarn, matches, electric boats, electric 
storage batteries, sewer pipe, chemicals, general electrical 
apparatus, glucose sugar, granite ware, Cuban tobacco, 
paper (news and printing), silver-plate, smokeless powder 
and dynamite, steam pumps, “Bourbon” whisky (Ken- 
tucky distilleries), iron (Lake Superior mines), cellulose, 
biscuits, crackers and bread-stuffs, carbon, carpets, enamel- 
ling and stamping, white lead, salt, screws, starch, tubes, 
wall-paper, pine timber, passenger elevators, plate-glass, 
print cloth, iron and steel, baking powder, rubber goods, 
coal, window-sashes and doors, dour, petroleum and its by- 
products, whisky, rope and twine, steel beams, steel rails, 
l)eef, coal and iron, paper bags, typewriters, fruit, shoe 
machinery, cast-iron pipe, dye-wood, flour, glue, leather, 
rubber boots and shoes, varnish, writing paper, etc, 

In what degree, over what market-area, and for how long, 
these various corporations have been able to exercise a 
power of “monopoly” is incapable of approximate 
determination. Most of them have probably held sonic 
measure of monopoly, but few have attained the large and 
dural)le conlrol of a market possessed for long perioils of 
time by the Standard Oil "IVust or the Sugar 'rriist. If in 
all these markets a single corporation controlled (say) So 
j)er cent, of the output, the security which competition 
affords to tlie consuming public world have virtually dis- 
appeared. The percentage rccpiircd to give a large limit of 
effective control over prices will of course vary with the 
class of commodity handled and with various conditions of 
market, hut it may be safely assertixl that the degree 
and extent of monopoly-power cxxTcised by most of tin* 
above-named cortiornlions falLs far short of that (‘xrrcisrfi 
by the classical examples just named. 

Regarding the single large corporation as the instrument 
of niono])oly, there is no evidence to show that these 
industrial corjiorations have yet develojicd sutfKMiint .strength 
even in AmerifM to limit output or to hold ui> i>ria'.s for any 
considerable time except in the case of a small number of 
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commodities.^ If we add to these Trusts the industrial 
pools and other combines, the durable monopoly exercised 
through industrial combination does not affect any large 
number of commodities. Regarded as a solid instrument 
of capitalist control the industrial trust is as yet fcei)ly 
developed. Local combinations in retail trade in all 
probability exercise a larger and a more widespread 
influence upoii the prices paid by consumers. 

With a few exceptions the proved power of capitalist 
“monopoly” in America is vested, not in the industrial 
trusts, but, as we shall see, in transport and financial cor- 
porations and in corporations handling local services under 
charters or other privileges. I’he aggregate influence of the 
disturbances of price exercised by industrial trusts is doubt- 
less considerable, but their power to hold up prices has 
hitherto been weak, irregular, and short-lived, so far as the 
great majority of th<j commodities they handle are con- 
cerned, It is very doubtful where a combination of mere 
manufartunirs can maintain an effective monopoly even in 
a nalioniil market for which they obtain tarifi" protection, 
'rhe real strength of a manufacturing or industrial trust 
is commonly, if not universally, derived from non-manu- 
facturing processes with which it is connected* 

While, therefore, there is ample evidence to .show that 
industrial corporations, largely the result of combination 
of formerly competing firms, are everywhere engaged in 
trying to rcguliUe output ami to raisti prices so as to earn 

* “ In many of the most important lines of industry combinations 
have secureil control of a percentage of the countiy’s production. 
In other industries, although the pcrceiilnge of the entire output con- 
trolled by combinations is not so large, still there are organisations 
with very Urge capilab In the raising or distrilmling of agricultural 
products, sucti combinations, though not unknown— the United 
Kruits Company— are still rare. While a beginning has been made 
towards the combinaliDn of mercantile industries, not merely in 
department stores, but also in the union of several large establishments 
along several lines, such as the combination organised by 11. R 
Claplin, yet by fur the larjjest prop<*riion of our mercantile business 
is owned and managed by relatively small concerns. Many manu- 
facturing industries, such as cIollnn||, dressmaking, millinery, small 
tools, electrical specialities, house-furnishing materials, the textiles, and 
numerous other articles arc substantially free from combinations. The 
manufacture of cotton is perhaps the most important in which no com- 
bination of great sise exists.”- 9/ ihi Industrial Commission, 

vol. xix. p. 004. 
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high profits, only a small minority have been able to main- 
tain a successful career upon these lines. 

The present stage, even in America where the movement 
has gone fastest, is rather one of multiform experiment than 
of achievement. A certain amount of regulation of prices 
is doubtless operative in most large staple industries, hut it 
is mainly the result of temporary agreements among com- 
peting firms rather than the dictation of any single corpora- 
tion that can be called a trust. 

The fields of economic energy in America, where “ cor- 
porations,^’ “combinations,*' or trusts are strongly operative, 
lie outside the manufacturing processes, and where a manu- 
facturing trust is powerful its power is usually derived fiom 
these non-manufnnturing sources. 

§ 6, Investigation of the origins and supports of success- 
ful “trusts" in America and elsewhere fails to show any 
cases where the economy of the concentration of capital 
establishes a monopoly in manufacture, at any rate over a 
national or international market. 

The point is one of great theoretical and practical ini' 
porlance. 'I’he economy of large-scale production is, as wo 
have seen, operative in most fields of machine production, 
and expcri(‘n(x‘ seems to attest the fact that this economy 
[>rocecris in rlirfereiit industries up to a difrcrt‘nl point, 
establishing in each industry a maxiniiim type of laisiness: 
if this maximum were excecderl certain wastes of Imsine.ss 
management and other disadvantages would outwm’gh^ the 
technical economics of larger-scale production. Now, if in 
any industry the net economy of large-scale production con- 
liniies up to or beyond the point in which the large business 
<‘an supply the entire market, a monopoly can clearly he 
e^ablished upon this economy alone. A simple and witicly 
prevalent doiHrine of economic evolution of iiuliistrial 
society is baniMl upon the assumi>lii>n of the wide or general 
of)i*ratir>n of this tendency. '1‘his general oiieratiou is, in- 
(hiud, rendered highly improbable by the wide expansion 
(;f markets which conms with improvsd tiansport and 
mechanism of selling, but there i.s no a priori reason why 
a monopoly of a local, national, or cvmi a woil<I market 
should not be reached before the progn.*i;sivi: (*(onomyof 
large-scale production in a particular nmnufacluring in- 
dustry has run out. In local markets it is indeed often the 
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case that a big man, po.ssessing no other superiority than 
size, can crusli a smaller eompetitor and establish a 
monopoly absolute within its limits, though even in such 
cases it is always open to argue that personal ability or 
energy is a factor in success. 

When, however, we consider national or world-markets, it 
is more likely to be the case that the economy of large-scale 
pioduction will be exhausted before a size of business 
adequate to inonoj^oly is reached. While it is impossible 
to prove that a strong national Trust could not be formed 
out of the mere economy of large-scale production as 
operated by a man of normal business ability, there is no 
instance of any large industrial Trust seen to stand on this 
ernnomy alone. 

If any instances of effective Trusts standing upon the 
economy of concenliatcd capital alone exist, they mu.st be 
sought in the region of finance rather than of ordinary 
iiulustry, for it is in banking, insurance, and general finance 
that the essential force of modern capitalism is found; in 
finance more size of credit appears to assign a progressive 
a<lvanlago without limit to the competitor for profilablo 
Imsinoss, or the manipulator of profitable eoups. 

S 7. If we examine the actual rise and structure of trusts 
we shall always find the economy of large-scale production 
Kiipiiorted by some more curtain basis of monopoly, 

'riiivsc support.s may be provisionally classified' as 
fellows 

1, Superior access to raw materials. 

2, Superior control of means of transport and distribution. 

3, I >iiTeronlial advantages in production or marketing 

flue to paUmls, trade inark.s, special processes. 

.}. Public franchises, licences, or other privileges bestow- 
ing monopoly or restricting computiiion. 

5. 'rariff legislation. 

kelluction will show that lhc.se supports are not in every 
rase mutually exclusive, Supeiioriiy of access to raw 
materials ami to railroad tran.s[)ort, f(.)r example, are in 
pint attrilmlablc to puliHr. fninrhises, while tariff legislation 
confers a differential advantagf,^ in markets. 

' A fuller anti more scientific classification of Mtmopolies is to lie 
ffumd in I'ly’s MompolUs anti Trusts^ chap, ii. 

'3 
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iUit fur our piii]> »hti ihi.. rljuw'iticatlon will suffice. No 
Ameiiran IniNt, iuduitiial nr oilier, sfums clesUtutti of one 
or inon* cf tin-,!: So intricately interwoven are 

the Cfnitlilini'.s (*r iniluMiial life that it is difikuU to assign 
tlic iui|rula!.cc wliicli allachrs to these various 

Mipjjorts. 

Mans ijjonopuh* exhh'iitly diaw Iheii strength from a ( 1 - 
\{nilii:‘e* ctiinjtibMl in cltissc.s 3 aiul .\, Sperial inventions, 
secnit d by [Kilents oj set rt iy, inny In* a siiijih* and snlhrient 
basis «»t moni»pn!y lor a nunuilinUiniiyi; linn ot type-setleis 
or eh (•lrl<al in.ir liui« 13 fir cln inicals. 

In lln; p^iowth ol the Siiear 'Knut, the Jhiveineycr and 
Sjiu ckcl s ii rinei;t\» ; aincfl their cuily piedoniinancti hirgely 
by the, pov e sioii of patent:i stTinin;^ to thtan economies of 
inodnction, 'I'ln* s inu: has been true of the (‘arnegie Steel 
(Iotn|iaiiy and of other ineuiu-sscs wliich have acaiuired in 
their trade a iiosition of suiih iciit t*inint*nce to enable them 
to foice a e,f»mbini.* upon busini'sscs of inftMioi efiuipment. 

Copyright*; may futnish a similar power of mrtnopoly to a 
m!W}*iiap(‘i or other publishlnff business, hnigcly liasfsl on 
these differential adv{inta|»<*f» of pioductioii aiv the uses of 
iradi! marks attc u pnlatiom In eert.iin lines of maniv 
faeture r;;. (tiiyjnceiinp,, fdicmicals, ,s«‘icntiti(^ instruments, 
at*ri<'oIhiral maeliim !i all the most ]>roininent firms have 
embedded in the capital \rdue of the bu'aiie.ss some patents 
or other private methotls of ptofluclion, and not a few of 
the nusst successful liusts enjoy advanla|;< s of this fdass. 

(,)tljer corporalifins passess pfiwers of monopoly derived 
fiom h^i4ul grants of Iranchim*}. or eharter.s, conferring on 
them exclusive rights over profitable markets. 'l‘be local 
sei vicit franchises, assigm-d In water, lighting, street railways, 
and other companies ladong to ibis order- Tlu? amalgama- 
tion of these companies, fonm*<l upon purely l(K*al mono- 
polies, into national or c*Vi*n inlet national corporations, 
handling (jh^ctric traction or telt*phone services, is an im- 
portant deviflopiturut of recent <'aj)ilalisin. In Urn United 
States the railroatls and leli‘guiph comiKmics, in Ureal 
Mritaitt the railroads, derive a largo part of the power of 
monoptily which they exercise over large areas of non- 
competitive iraflic fiom public (barters, the rest being due 
to natural advantages of route, which drive down to private 
ownership of land In the United Slates the growing 
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amalgamation of competing railroads into a few larg<- 
systems pooling rales is by far the most formiclalile n-pect 
of the Trust question. The enormous grants of land t:on- 
ferred upon railroad corporations by charters cmi^iasist's 
the public character of the monop ol 3 ^-po\ver they wield. 

Among monopolies affected or supported by i>ublir policy 
must be included restraints upon effective conipctition due 
to a public limitation upon licenres to sell certain corn- 
modi Lies. 'J'he brewing industry in England, and t<» a les^; 
extent in other counliies, presents the most roncpicuoiii 
instance of a growth of strong corporations enjoying mono 
poly profits derived from the limitation or practical extim?- 
lion of local competition, based upon re.strictinns in the 
number of liquor sellers impo.scd by public authority. 

The banking system in many countries contains eliimjnts 
of publicly-hcslowcd monopoly in the sense of .special rights 
to issue notes, or the enjoyment of special governiniiiittd 
aids, conferred upon a reslrirtcd number of I tanks, 

§ 8. The most gt.meral support offeri'd to Trm.t.s by piiblif' 
policy is derived from lh<j protective Bysl<»in of the 'rariO, 
To what extent the Tariff is in reality *‘th<i mother of 
'j'rusls^^ is difficult to determine. 'Then! have Iteen casrs of 
trusts arising directly hc’hind tariff walls (‘reeled in ordt*r to 
support them. ''J'lie organ of the Ntjw Vork Reform <*liib 
a few years ago named a hundred instances of manurnctur- 
ing trusts which it imputed to protection.’ 'I'he list, how* 
ever, contained many artiides, surdi as electric suiqdy, .'.ted 
rails, aiilhracite coal, schofd book.s, c(^tlon .seed <nl, which 
enjoy other economic or ])ublie aids b»*r.id<‘« the lai ilf 

It mu.st, however, be borne in mind that the concentration 
of industry must have gone already very far in a trmltj bcfor(‘ 
the I'arifl' (xin he oiierativc in creating a tni.st. 'rius Uiiilcd 
States i.s it.sdf a hng<i free-trade artra, and unless, owing to 
the operation of other fijrccs, the niimlsT of effei livtM'oin 
petitors in that market is already very small, the idt-a of 
amalgamation in a single c.orpoiation, so as to raise? pnex's 
within lh(i limits of the pro!(?ctivtJ ari‘a, would not be fe;isibh\ 
The cxi.stence of a i)rf)te<rtive duty, or the probability of 
procuring one, is coriiiinly a strong induccimfiit fora hiisi- 
ness or a group of businesses already eoniinanding a large 

’ See V'eu Halle, p, 50, 
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share of the home market to complete its combination with, 
or absorption of, its rivals.^ 

But a protective tariff can only create or facilitate a trust 
in cases where the conditions for an effective combination 
on a national scale have already been ripened by other 
forces making for monopoly. Upon the whole it would be 
safer to describe the Tariff as the foster-mother than the 
mother of Trusts. By feeding them at the expense of the 
body of consumers, and protecting them against invasion of 
the home market by foreign competition, it enables them to 
maintain their monopoly and to render it more profitable.® 
The same sort of assistance is also rendered the industrial 
pools and other combinations which in structure fall short 
of the completed Trust. It is probable that the net 
economy of large-scale production, apart from the supports 
of patents, railroad aid, and superior access to materials, 
may suffice in certain cases to raise the size and restrict the 
number of effective businesses so as to make tariff support 
the final determinant of a trust. 

§ g. But the actual history of the great representative 
American trusts seems to indicate that superior access to 
transport accommodation, and to supplies of raw materials, 
are the most important supports for an enduring trust. 
Among the “monopolies” or trusts of the first rank in si/c 
and in control of markets, the Standard Oil I’rust, the 
Anthracite Coal Trust, and the United Stat(*.s Steel Cor- 

^ An illustration of this is given by Von Halle in the extunsirm (»r ihc 
great Cordage Combination prepared in 1S90 in anticipation of the 
McKinley Act. p. 51.) 

® Professor J. W. Jenks [Ihe Tfttsf Prohlm^ 40-41) does not think 
that in many instances the removal of the tariff would restore competi- 
tion. 

*‘The removal of the tariff, whether the industry were dependent 
upon It or not, would certainly destroy the rivals of the Trust before 
the Trust itself would go out of existence. In either case, howcvci, 
the consumers would, beyond question, for the lime being enjoy lower 
prices. 

“It is also line that the removal of the tariff in many instances, by 
fittcngthening the competition from foreigners, would simply bring 
about an international combination.’* 

The formal ion and maintenance of an international trust arc, how- 
ever, not “smqde” processes, as even the history of the Standard Oil 
Trust testifies ; the successful experiments arc extremely few, and are 
confined to small trades or trades where the best srmrees of raw 
materials are so few as to he rapable of being cornered. 
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poration stand out as the most representative. In each case 
the origin of the combination is traceable to special facilities 
of transport, and to a command over the best sources of 
supply of raw materials. 

The early formation of the Standard Oil Company upon 
a basis of illicit rebates obtained by arrangement with the 
railroads passing through the oil district is a matter of 
ordinary knowledge. The rise of the Carnegie Steel Com- 
pany (the nucleus of the present Steel Trust) upon a similar 
arrangement of preferential rates with the Pennsylvania 
Railroad is equally significant, though less notorious. The 
absolute control of the anthracite coal industry by a pooling 
of the interests of the seven railroads which traverse the coal 
district belongs to the same order of industrial facts. In 
each of these cases the control exercised through railway 
transpoit was Hanked by a superior access to supplies of 
material. If the early oil wells had been scattered over 
various parts of the country instead of being concentrated 
in a limited region of Ohio, effective monopoly through 
transport could not have been organised. The narrow 
limitation of anthracite supply is essential to the compact 
organisation which operates these mines. The fundamental 
strength of the Steel Trust, the condition of its permanence, 
resides in its control of the Lake Superior ores and the 
facilities of handling and carrying them. 

It is not, of course, necessary for a powerful manufactur- 
ing trust always to own and work the best supplies of raw 
materials, though, as wc bliall sec, it is commonly a sound 
trust policy to acquire a direct control of these sources. A 
stiong enough contiol over the means of transport by rail, 
steamship, or pipe line commonly yields sufficient command 
over the domestic or imported supplies to control the market. 
The Standard Oil Trust did not begin to acquire any 
amount of direct ownership of oil wells until well advanced 
in its careei : it was able to buy the crude oil from producers 
upon its own terms, and still in large moasuie maintains 
this pulley. So, too, the Steel Trust was already in exist- 
ence before it acquired direct possession of the richest 
sources of iron ore. 

In America the central factor in the organised control of 
indusliy by 'rriists is the power of the railroads, dominating 
the lich iiatunil sources of su^iply in mining and agriculture, 
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and carrying raw material to the manufacturing centres and 
finished products to the great markets of the country. 

In America the railroads have been the only effective 
high roads over the chief part of the country, the sole means 
of communication between East and West. So far as in- 
ternal trade is concerned, the Mississippi, and during a 
portion of the year the northern chain of lakes, afford tlie 
only check upon the control of the railroads over the grain 
and meat traffic from the West and Middle States to the 
crowded East, the distribution of manufactured goods from 
the North-Eastern States over the whole continent, and the 
carriage of coal, iron, and other minerals from the mining 
districts to the manufacturing centres. 

In the early days of railroad development a great number 
of small independent lines competed with one another for 
the work of transport “As the systems grew agreements 
of various kinds were resorted to, beginning with rate agree- 
ments, continuing through pools, 1870 to 1887, transformed 
into traffic associations, 1887 to 1897 and j8g8, and cul- 
minating in the community of interest principle, of which 
the Northern Securities Company is the most con^-piciioiis 
example.”^ 

So far as the must important traffic is conreiiied, tluit 
between the middle-west and the easlern slates*, this ron- 
centration has gone so far already that these groufis, fairly 
stable in their composition, control nearly all tlie roads 
between Chicago and the coast, and stretch out tlir^ir 
tentacles from Chicago tliiough those great mining and 
agricultural states which are destined in the near future tr> 
become the chief homes of industry and population in the 
United Slates. 

The actual nature of the bonds which associate the rail 
roads with other business enterprise will appear when we 
discuss the financial aspect of modern capitalism. At 
present it suffices to point out that many of tliese railways 
own, control, and sometimes operate, mines, iionwoiks, 
irrigation works, canals, grain elevators, stockyards, and a 
great variety of businesses which have no essential connec- 
tion with the railroad business, and from participation in 

^ Viufo&bor Meyer, Atmntan Mc&mmic Association Jiejborti ir)U4, 
p. 1x2. 



MODERN CAPITALISM. 


199 


which they arc often prohibited by llie terms of their 
charters. Lut still more important are the indirect and 
often secret arrangements by which they bind themselves to 
favour trusts and combinations with which they are not 
organically connected. Special facilities of transpoit are the 
chief instrument of favour, and those facilities are clas'-ed 
as follows, by Professor Ely: 

“(a) General facilities, as supplying cars to one com- 
petitor more pi omptly than to anolhei ; (/:») rushing through 
the freight of the favoured shipper, while that of another is 
side tracked; (y) furnishing belter terminal facilities to one 
pel son than to another; (8) maintenance of such relations 
between vaiious modes of shipment — as, for example, be- 
tween tank-cars and barrels, and between rail, water, and 
pipe line transportation — that advantages come to some 
which others do not enjoy; (e) classifications of freight 
made and changed to the advantage of favoured classes; 
(f) making discriminations in favour of geographical sec- 
tions in the interest of classes of shippers.”* 

A common business interest embodied in an agreement, 
or a mutually profitable understanding, between a trust and 
a railroad enables the trust to safeguard and utilise any 
(ithcr advantages it may possess from size, superior com- 
mand of materials or of market, by inducing the railroad to 
afford assistance by all these various forms of differential 
treatment 

S JO. Thu imiiorlance which railroad tiansporl assumes 
in the woiking (ff industrial monopolies, especially in the 
United Stales, is easily intelligible. If we follow the flow 
of raw materials of industry from the primary extractive 
indUvStries through the various manufacturing and mercan- 
tile processus which shape and place them at the disposal of 
consumers, we shall find that in most instances this stream 
of production is narrowest in the transport stage; the pro- 
clu<’c:rs of the raw material are numerous an<l widespread, 
their product, left to competition, would tend to pass into 
the hands of a niimiicr of cointieling nianufai turcr.s who, 
in their turn, would pas.s on the finished gooils to many 
wholesale merchants and reiailers. But the collection and 
conveyance of raw materials, coal, grain, cotton, cattle, 


1 ICly, KvettUhn of Iiufustriul .SWw/y, p. 210. 
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from the prime producois to the maiiiifanliircrs or to the 
wholesale market forces the current into a narrow chaiujrl 
of transport, where competition, iioiinally and lu'ressarily 
checked, can easily be eliminated: hence it arises that 
a group of manufactures or merchants, or of piodm‘e 
gamblers, can most cfTcctivcly organise a munapoly oi 
control of output and of market through tin*, instrumentidity 
of the railroad system. Where the railroads do not chc»os»e, 
or are unable, themselves to organise the monopoly, as they 
have done in the case of anthracite coal, they arc open to 
enter a profitable compact with an independent coiporation 
or pool, placing at the disposal of tlic latter the mono})fdi&>ti<^ 
power atlaching to the transpoit .stage. 

Armed with such poweis, the cailhj trust orgrmi.sed by 
Armour, Swift, Morris, and nanimond, wa.s abit* to fix llio 
price which tliey would pay for cal tie to tlio farntois who 
could find no other buyer than the trust, and to fix the 
price which consumers should pay for meat. Diseriiuina'' 
tion of freight rates, and other transport and terminal 
facilities, procured by the favour of railroads, were lhe» 
actual economic force they exorcised. 

In other countries whore tljc railroail fur tor is li‘ss rtonii* 
nant, as in CJermany or Kngland, spi-cial rales or lai ililir*;, 
procured either by political influeiu’c (wheic .state raihoad.s 
arc involved) or by private arrangcuionti., lonn a hsuling 
economy of trusts or other largo organi.sations of capital. 
Where lower rates are accorded by raihoaii.s for long 
haplage in bulk, such discriudnution, though soinetime.s 
illegal, cannot be regarded as unreasonable, for the Iow<t 
rates correspond to the lower casts ofcariiage: llmrc is nti 
more reason why short haulage of small ({uantitu s shiuild 
command the same rales as long haulage (»f bulk, than that 
any other retail pric<js should be as low as wiioK^ali 
prices. 

iluL where, as is common, rebates oi other spiihil 
facilities are accorded to shippers, iirespetiive of m in 
excess of these considerations of economy of l:iaiKig<\ tla 
railroads are definitely makers of inoiu^poly. 

The transport factor in mormiioly cannot, however, 
worked with full efiect unless in comiccliou with sotiu* 
natural limitation of the supply of some raw material, or of 
the market for commodities. 
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If tliLi raw inaLcriul is procurable in many quarters, and uf 
(jr|ual quality, its manufaclute is less likely to be concen- 
trated, and its flow will be less narrowed in the transport 
sla.L;e. A lasting corner of wheat, or even of cotton, is far 
more diffn-ull than a corner of anthiacite coal or oil. On 
the other hand, w’here the best or most accessible supply 
of niatiMial is na^^o^\ly confined in lucality, an effective 
moimpoly may be esliihlished without railroad siip[)urL. 

iM>r example*, the paper trust which for a time controlled 
pjities in the United Suites lived upon the monopoly which 
it possessed of the water power and lumber tracts so situated 
as to be available for the cheap production of paper. 

'Phe actual supports of the American trusts may be thus 
.sinnmarised: ('onlrol of railroad rates, control of limited 
sources of coal, iron, and otlier natural sui>{>lies, control of 
patents, prolts tion against world competition by the tariff, 
iiml finally, the escape from such a ratio of taxation to the 
market value of their property as is borne by the smaller 
business mand 

ii n. (hit other possible origin and support of a 'IVuiil 
requires rerognitioiu We have .Siam that the economy of 
<*apitalist production makes for the cstal)lishment in every 
industry of a business who.w size represents a maximum 
eiamomy, Now in determining the ttonnui limit (?f this 
business wc recognised tliat economy of adininistiation was 
a factor of iirime importance. Ailer a certain si/e and 
coinpli-.vity is roatbed waste c.nsiics from lack (if central 
budness 4'<mtnjl. ihil. here and there a bu.sinc*ss man of 
aliuonnal energy and f.qnicily may emergi*, whose mind 
may carry thir eronomy of large .scale administration far 
beyond the ordinary, intioducing qusdities of insight or of 
oiganisation that p()st[ionc the application of the law of 
diminishing returns, which otherwise prohibits an increase 
of the Imsiness beyond the normal limit. 

Where tin; normal economics of large scale piuilueiion 
are i*xluuisted ln;fore tlie busin(\ss has grown to the size 
inquired to establish u national trust or monopfily, this ran: 
buHinu.ss ability may sutfice to lift it to the ie([uired level. 
Where comparatividy few men get the opportunity to dis- 
cover, train, and exercise a natural genius for business 

^ K. W. flciKUK, Anurtum AVwi. 1904, p. ui. 
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organisation in a suilkicntly large liclJ of iU'livity, it s<m*iui 
possible that here and there a business mind may be round 
so superior to his competitors that he crushes tliein mid 
builds a monopoly upon their ruins. 

Professor H, C. Adiims thus propounds this view that a 
trust may arise from a monopoly of natural ability, as wt 11 
as from a monopoly of raw mateiials, or t*f s<;me ollior 
requisite:— 

“A survey of the past hundred ytiius of indiistiial rhangn 
makes evident the fact that industry on its mccliiinieal side 
has developed more rapidly than on the sifU* of niaiui;;*!* 
ment and administration, and in any final exiilarmlion of 
congested competition, a phrase which appears to me to 
suggest a fairly accurate diagnosis of the industrial ills of our 
time, the scarcity of business talent hoMs an important 
place. ... In as far ai; the centralisation of indu tlrial 
power is traceable to failure in tlie supply of business 
ability, no permanent relief from the evils of dViisls may Iio 
expected until the highest grade of business inlelligemx* 
becomes the common pussession of the busine.ss worltl 
The Trust may be regarded as a corner in business insight, 
business talent, and business 4:ourage»”^ 

That rate business ability imparts great (-laMh’ily to llie 
conception of a normal luaxiuunu si/,i: of business mid that 
in point of fiict a successful Trust owes its sutum .s largi ly 
to the administrative and strategic; gi^iius of its c'liicf 
organiser, must assuredly be admitted, 'riiere is, how- 
ever, no evidence of the formation of a 'frusl resting iqnm 
business capacity alone: one or more of the other supports 
is present in every case.® 

§ 12 . 'rurning now to the .structure of the 'rnisl, we .shall 
be prepared by the foregoing analysis to an c\ 

tL'nsion of functions. In our general examination of 
the large modern busine.s.s we saw that it extended iiotfi 

* Jwmeaff /iV<w. /Lx, 1904, p. 104 
Sii far as liusincss gisiius is a fartui’ lu a Mi(;a’:,',liil Triisf, jt iii»p.iir , 
an Huinent of inslability, For tlmiigh “lionvIiHiy conlmr* r. I, it 
loss usual in the Unitcil StiiUsslhan in Eiighuid, tho rapat ily to ,,f Im i 
and truiii a conipolunl sucr:cssor cniiiiot he coiisifleied :i ttmiiial pait id 
the eijiupnient of a gn-at Trust-nuiker. 

On this pcrsourtl f.udor in Imsiness suuctwi see sonit» iidc’rrMiii;* 
remarks liy Professor S JT. Chapman, /,r/;/r to/oVr (W/ti/f 
p. 170. 
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longitudinally, to take in earlier and later proce*ises, and 
liititudiiuilly, adding new elas.ses of products and by- 
products to its original line of production. 

A IVust seeking to secure and strengthen its monopoly 
is impelied by considerations of more than ordinary force 
to a similar enlargement of its structure. IJcginning by 
organising :\ ]):ntif*ular procuas of manufacture, it is naturally 
diiven to seek tMjnliol <tr p .»s.si*ssiriii of the market of its 
chief raw inalei lids, on the* one liaiul, and of tiir markets 
for disposal of its maiiulariunMl gotuK iijioii tlie taiier. 'I’o 
stjcure not nieiely tmpeiior facilities of transport, but actual 
jiosses.sion of the htist sources of supply; to supply its 
goods directly to retail .stores under its control and bound 
liy agreement to sell only its goods and at prescribed prices, 
belong to the ordinary ni:*tluKl.s of Trust economy. Or- 
ganising transjiiort of raw materials and of finished goods in 
its own cars, liinks, or pip<i lines, shijis or barges, it prore<'<Is 
to own and (control the (‘iitire chain of productive and 
distributive processes. 'I’o tliis is commonly added the 
control of matmfiicluring ami other proiusses subsidiary to 
thci main operations, the po.sse.sHion of coal or electric 
supplies, the muniifadure of machinery and other plant 
usiuirecl to give sell suilideiicy to a Trust. 'rh(‘ latitudinal 
cxjiansinn lakes the slinp<i partly of new products and hy 
piodui’ts, {Mitly ot the acquiMlion iff inlete.sl.s in otiu 1 
kimls of pioihn'ts which, otherwise, c:om[)etii)g with tin; 
piodud ot tim Tiust, wouiil limit its monopoly. 'Phis last 
extension is i11u';irati*d by tiie acquisition tjf gas coni] >nnies 
Ity the Stundiud Oil Tiusl and of canals l*y the various 
Raihoad >. 

'I'he typical form taken by a 'I’nist whoso nucU'Us is a 
single manui'.KS tiling process is one wliich makes it co- 
terminous with a complete s<rtiou of industry comprising 
all the pfoces.ses which diiisttly or imliivt lly <;onlril»ule 
liu‘ supply of a eonsiuucr^s need fur a given class of 
coiinnodilics. 

'Phis Is be.st iihr.trati*d liy the oliicrts nanictl in a clause 
of the charter of 'Phe linited Htalcs Steel Corporation, 
whicit read as follow.s: ‘*To coni.tnict Uridges, ships, 
boat.s, engines, cars and other ecpiipmcnt, railromls, docks, 
slips elevators, waterworks, gasworks, and eks^tric work”., 
viaducts, canals ami other waterways, and any ollmr means 
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of transportation, and to sell the same and titherwis^* to 
dispose of, or to maintain and operate ttic saiiR'.” 

Most of the industries above named are siilKsidiiuy <*r 
instrumental to the final objects of the Corpouition, vi/.., 
the production and sale of vaiiuus commodities of whirh 
steel is the chief material 

The double pioccss of this Trust expansion may be thti« 
illustrated : — 


United States Steel CoRin#UArn>N. 
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The prupertics owned are di'serilR'd ofii<‘i.iIIy in ,i 
geneial way as follows:— “78 bla ,t furnacfs, with a t .ip.n iiy 
of upwards of 6,500,000 tons of [ug iion ytMiIy, or half 
that of the United Stales in lyoo; 149 steel woiks and 
six riiiishitig plants, including bur mills, stamlaul stir.l and 
plate mills, with uii annual cat/acity of abcml y, 000, 000 
tons of finished material i 18,300 coke ovens; almul 70 per 
cent, of the ore mines of the Lake Huperior reginn, pm- 
ducing in 1900 12,704,900 tons; 70,830 acres of coal larnls, 
about 30,000 acres of surface lands in tJui «‘oki icgiuit, ami 
125 lake vessels, etc,'' 

§ 13. 'riiere are four principal reasDiis why tiu* Tiust or 
close combination, with monopoly, assumes gi iMtcr promi- 
nence in the United States than in ICngUnid ami ( 

First; the railroad as an economic factor is more impmtaiil 
than elsewhere, and is able to render moic a.s%i.slance 
to mining, manufacturing, or commeicial <:omi)inationi»* 
SecenJIy; the tari/T, by securing to American pfraluccu 
the home market, renders prolitalile combinations more 
feasible than in a country of free imports. Moreover, in 
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none of iho protective countries of Europe have the gicat 
manufaeluring interests obtained so exclusive a control over 
the tariff policy as in the United States. Thirdly: the 
corrupt domination of j)olitics by business interests, stronger 
in the United Slates than in any great indtistrinl nation of 
l^Airope, enables the great laihoad and business corporations 
to procure municipal and state charters and other profitable 
[irivilegcs, to override many hws with impunity, and to 
avoid their fair share of contribution to the public purst;. 
I'^ourthly: the greater absorption of tlie national civrgy 
in business operations, the greater firld of select i<ni for 
n bilily, the greater etpiality of opportunity to rise, the 
sanguine and audacious temperament of the American busi- 
ntiss man, coupled witit freedom from many of the legal or 
customary restraints which hamper the '^logical” evolulirm 
of capitalistic enterprise in Europe, have evolved a tyfvi of 
industrial and finan<‘lal ^Mmstler” with biggtjr ideas and 
more rn[)id and uiiHcrupulous nioiles of realising thoni than 
is found in Europe. 

S r|,. Dili wlnl<i in this favouring atmosphere 'rrusls huvii 
grown higfv'** more numerous, none nf the comlltions 
thus peculiar to America is essential to the formation of a 
'IVtist. 

Without any assistance from a "J'arifT or from rail- 
road.s wo saw that in many branches of ihri metal and 
other manufacturing imluslrics of (ircal Dritain coinbina' 
lions, of a htss rigoious order Ilian a 'rnisl, cxistt^l and 
alilo to t:SLrcli,r a crrUin cmiNiili Table control of 

pric»'s. 

Tlieiv c\ii,t, indeed, in Dritain many instances of mam- 
moth businesses, formed by amalgamation, onmpying so 
large ami fina a pltu'e in domestit: and foreign inaik‘'ts for 
particular classes rir giatles of goods, lliat in America they 
would assuredly rank as TniMs. 'I’hc ‘'nioimpoly” or 
superior competing power enjoyed is dmt in most cases 
largely to “goodwill” or reputation, bast'd partly upon 
patents and secret processes," upon long skill of' manage- 
ment and workmanship, or in otlnT words upon the 
“character of the woik.” In many of these cases llie sieali* 
of the operations rctjuirctl for a suceessful undeitakin;; iin* 
[ilios cmirmous capital, inducing amalgamatimi and ]tnt 
I’luding any easy setting up of new coiupetitif»n. Recent 
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amalgamations in the iron, steel, and engineering industries 
furnish a numbuM' of instances of firms thfnigh by no 

means outside competition, enjoy a di-gree of^ prartiral 
monopoly over certain market-areas and for certain :miIs ot 
governmental or private contracts. 

To such an order would belong Platts of Oldlwnu in 
cotton machinery, the Elswirk Woiks (int luding Aini:itt(»ne,\* 
and Whitworth's, etc.) in engineering and sbipiaiikliii}', 
Nettlefolds (amalgamating witli Ihiest, Keen vV (’o. and 
other amalgamations) in the screw Iraile, Vickers and Tn, 
(absorbing Maxim, Nordenfcldl, the Nu\al (‘onstimtinn 
and Armament Co., etc.) in the arniour-}ilnle trade. 

As in the case of the American trust th<‘i<r i.s a growing 
tendency for these English companies to fortify themselves 
by securing the best available sources of riuv material, and 
by extending their operations from tin* manufacture of 
saleable goods to the preparatory processe.s. 

So, for example, we find Nettlefolds' absorbing the Pab'nt 
Nut and Bolt Company which had i>revi<ni,sly abaorbed tlie 
Dowlais Iron Company, comprising collieries, iron mines in 
Spain, blastfurnaces, steelworks, rolling mills, etc,* So like 
wise the great firm of John I^rmvn K* (N)., ni:niur;n hirer, 
of armour plates and other filupping i r|ulpment, mijnire 
collieries and iron-mines.'** 

In certain cases, where patents or command rd law 
materials arc delcnninanl fiietors in control of “cost" or ol 
market, consolidation approache.s so strong a form <il 
monopoly as to rank as a real Trust. This is the case with 
Brunner, Mond & Co. in the chemical trade, where spt'cijd 
inventions and scientific skill furnish the chief ( leinent oi 
success; and with Borax Consolidated, whk’.h re.sls primmily 
upon the possession of all the important mine.s anil .soiirei N 
of raw material. 

In most British instnnctss where a company possisfii s 

* Macrusly, p. iKC. 

^ ** Prebiint aiipoaraiiccs winilcl Irml us to that tht * } tr«'i iiivlii t(ry 

will soon l>c coniined to a amiparutivt ly small gr(»U|i ol laini mills 
Ainistrung, Canmioll, Jolm Brown ^ Co., V^VI.ns, Knn, Itir 

Weardale Co., the Houtli Durham tJo. twlihh alniii* rtgKnT.-'h' vtim* 
;fai,ooo,ono raplUiI), ami home olheis. thidn Mnli an nritanba 
tion competition may he ns rofii|ili'l<‘ly elimiiintnd a‘. timln n trust 
of the most rc};uiur (Ussniption.'' Manosl/, /ui fu .Svpt. 

1903. 
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strong a position in the market as to earn abnormally high 
profits, not by cheapness of production alone but also by 
control of prices, tliis position rests upon patents, trade- 
marks, superior access to ra^Y material, upon means of 
carriage, or upon sj)rcial contracts with goveinmcnl, or 
with some oilier nitjiiopoly. rnusual business capacity is 
roiniuonly a n‘i[Liisile fni the lull iililiiatinn of thfre bases 
of iiionoj)oly. Ainrilgniiiulioii of com[M ling bnsine .stis an<l 
gjeal size ol capital may bo conditions of f.ufccss, biiL arc 
not in all casiis essential: the characlciiMic of such 
inono[u)lics is rather the cn-ation of a sjxcial maiket resting 
upon a unique sort of comiiKjdity, uihrpie in fotm or in 
quality. 

The Dunlop I^ncuniatlc Tyre Company, Huntley ik 
Dalmer*s liiscuit Company, MacinillaiVs 1 ‘ublishing Cont- 
j)any (recently absorbing Jlcntlcy*s)» (.’adbury’.s Cocoa, the 
yymeSf are instances of companies which enjoy .such special 
markets, the ('ommoclilies they sell competing with different 
classes or grades of coininoditics, not with the same coni- 
moditii‘S produced by Cimqvling linns. 'I*he In’gb dif- 
ferentiation of markets is tlte chief cause ut the differential 
profits of these monopolies. The ** monopoly of Messrs. 
VV. IL Smith and Sons in railway bookstalls, of the Union- 
<.!astlc Line in South African trade, or of Me.ssrs. Kynoch in 
small-arms contracts, rest upon special business arrange- 
mtmts which mrulcr out, side competition inoperative. 

In all .such cases loleraldy rigid limits exist for the 
monopoly. Otlu.T sorts of lyre <'oi)ilinually compete with 
Dunlops, hooks and papers may be purchased (uit.side the 
railway stations instead of ai Smitirs stalls, no governnuatt 
could give preference to Kynocli’s if the lenders of this firm 
wtjre e.sorhitantIy liigh, ami .so forth. 

8 15, Though many of these businesses aic virtually 
“trusts,” the term in Clroat Dritain has been usually re- 
.served for certain amalgamations which have lu,en foniuMl 
with the avowed object of putting an end to eompclition 
and of controlling a market. 

The earliest instances were the Salt Union, formed in 
1888 with a capital of three millions in shares and om* 
million in debentures, and the United Alkttli Onnpany in 
iZijt witli six millions of shares and two and a half millions 
of d(‘h(*ntnrcs. Doth sought to c.stablish a rnonopolv liv 
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controlling souicc.s of supply and by superior modes of 
production. Foreign competition broke these down.^ 

Textile manufactures havtj been a favourite field for 
British experiments, but history thus far attests more failures 
than successes. The strongest and most continuously suc- 
cessful of these trusts is that of Me.ssrs. Coats in the thread 
trade. 

Messrs. J. & P, Coats, after entering into a pool or selling 
union with their chief competitors, (lllarke & Co., Chadwick 
& Co., and James Brook & Co., amalgamated with these 
firms in 1 890. Shortly afterwards they made largo invest- 
ments in the English Sewing Cotton Co. and the American 
Thread Co., and in 1899 bought a Belgian firm. This 
series of amalgamations made them masters of the thread 
trade not only in Great Jjritain and America, but throiigli. 
out the world. 

'I'hc Bradford Dyers* Association, formed in i8y8, uniti'd 
about 90 per cent of the Bradford piece-dyeing trade, and 
ha.s been fairly successful. 

1 'he Yorkshire Woolcombers* Association (formed in 
1899), the Fine Cotton Spinners* and Doublers* Assoriation 
(rS(;8), the Calico Printers* Association (rSyp), the Biitish 
Cotton and Wool Dyers* Association (1900), the United 
Velvet Clutters* Association {1900) apjiuar to have been 
entirely unsuccessful, while several other textile cxperiznenls 
have not yet been sufficiently te.sted. 

The careful analysis of British trusts presented by Mr. 
Macrosly {Econ. /ouk. Sept. 1902)^ indicates that only a 
small number of experiments in this form of coinbinaiion 
have been successful Among the few .successful onr.s we 
observe that almost all are in articlo.s not <;X[)o.se(I to the 
brunt of effective foieign con)[M.*Lition: Mrj.ssrs. Coals & 
Clarke are international, and control the world market; 
three are in the coal trade, where foreign comptitilion is not 
practicable; one or two othens, like the Wall Paper Manu- 
facturers, cater for national uifites and rofiuirementi?. 

To thi.s list of British indu.strial trusts a large number of 
brewing companies ought to be added In fact, brewing i.s 
tlie most “trusted** British trade: an ewerwhehning pro- 

1 Cf UuMnnl, Eton, Jmrnctl^ Ap. 1902, 

® See opposite page. 
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portion of the trade is ('ontrollcd liy j'reat comi anii‘% largely 
formed by combination and absorj)tiim of < oinpciitors, 
enjoying virtual monojinlies over local areas. These drink 
“trusts” stand on a (lifferont footing from other industrial 
combinations, deriving Iluiir strength from local nionopnlirs 
of licences vested in pul die-houses which they own, and 
which they furnish liriuor. 

The transport trade, especially the application of elecliic 
and other new means of carriage and coinmunicatirm, 
exhibits some of the strongest forms of monopoly. Partly 
a “pool” based upon mutual arrangements of rates, etc,, 
our railroad system exhibits in England and Scotlaiul 
several instances of amalgamation in order to repress com- 
petition, while over large tracts of country certain roads 
possess a contiol of rates which is liabht to gross abuses. 
In other departments the Nationnl 'rrlojdirmi,? (’oinjiany 
and the Electric Traction (Company are instant'es of pnwrr- 
ful businesses wielding many of the <lislinctiv«r powiM.s of a 
fulbfiedged Trust, 

§ i6. In different branches of transport, marmfaclui*', 
mining, distribution, au<l finance w({ have trar<‘d the growlli 
of organised restniinU on comj>flilion, isiuing in cornet*;, 
pools, trusts, or other forms o\' nnmopoly, In tie* Mipply 
of wants which lie outsid<t the onliiiary region of industiial 
and commercial activity, bflonging rather to the wothl of 
intellect an«l art, the same tendtmey is sometiin»*s ttpnalivo, 
'fhe theatre in the United Stales, and to an ineiraMu:; 
extent in England, presents the most striking example ot 
the dominion of a trust. The ordinary ** erinsmnrr ” of 
the drama is in mo.st American and many hhiglish cili»’*: 
compelled to buy wllat(^vcr theatrical performances Mr. 
Erohman chofJse.s to .sell, at ]>ric(‘s and on ollurr eomlitions 
imposed by a monojxjlisl; the actor can only plant his 
services before tlie public thiough the instrunumialiiy of 
Afr. Frohman. 

The newspaper press, in many instanres a lor a! monopoly 
by the nature of the case, now exhibits distinct tendeneies 
towards the formation of “'fiusls” which shall ciontiol over 
wide areas the sale of news and the manipulation of pidilic 
opinion. In (Ireat Ilritain the two firms <it Messrs, Harms- 
worth and Messrs. IVar-son have already aerjuired news- 
papens in a eon.siderablc mimlier of large cities, and aio 
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extending the number of their properties with a view to 
economy of i^roiluction and monopoly of market, through 
the publiciiti(;n of a ‘‘simultaneous newspaper” appearing 
in all the great centres of population, comprised in part of 
conimon nfnvs and “ erlitorial policy” provided from a single 
centre, in part of local news and policy superimposed upon 
the foxnitjr.* 

In anotiK‘1 fkjpartment of liLcratuie — th(^ supply of school 
hooks, the Aincriran Iioolc Company deserves to rank as 
an L*xaini»le of a powerful trust whose main strength is 
derived from contrr>lling the Slate school system through 
methods familiar in American politics. 

How f.ir a Church organising tho sole supply of a special 
sort of religious serviixs supixorted by the monetary pay- 
ments of its adherents, can be regarded as a business 
cori)oration is doubtless open to dispute. But in the highly 
centrali.scd system and f:areful bu-sincss arrangements of the 
Christian Science Cluirch, furnishing literature and other 
sifrvices at dislinctly “ monojioly” prices, we have a modern 
i‘xaniplo of a spiritual “trust,” ojicraling hy methods which, 
though doubtless analogous to those always em[)loyerl by 
llie Roman Catholic and oilier powerful (‘hurehes, aie more 
crudely “nionopoli.stic” in their form, 

§ ry. One otlutr jioint of great significance in the “trust” 
movimumt deserves atttmlion here. I’hongh tariffs and 
Ollier nalional laws ami rusloms tend to keep tin; strueture 
of eapilalism within nalional limits, powerful fori‘e‘s make 
for business inlernationalisiu, and the inlernational tiust is 
already in the field. 

'rhis inlernalionalism tak(“> vaiiiur; shiipes. Sometimes 
it implies the (^ontrol of a foreign inaikel by a trust whose 
productive operations are rondiicled in the single country 
of its origin; tlmugh subordinate companies may beregisteretl 
in the foreign cfuinlry, as in the case of the Standard Oil 
C<unpany witli its Anglo Aineiiean ailac hmenl, or Burroughs 
tV Wellcome in tlie drugs tnnh*. In other cases there i.s an 
amalgamation of firms in different countries for tlie formation 
of an international trust, though luai! also the forms of 
national companu.s are frequently preserved. 'I'he (.'oats it 

* An iiilcn'SlinR aitifle by Mr, AlfnM Hfumswnrih in the 

AVrvVwf fur Jftminry *HrdbeH the* economy of this form 
of 
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Clarke Thread Tuist, already named, Uic Nobel Dynamite 
Trust (with its bubsidiaiy companies in Scotland, (Icrmany, 
and elsewhere), and the Atlantic Shipping Trust are among 
the largest examples of this class. The absorption of the 
American firm of Brooke & Co. (“Monkey Brand”) by T.evcr 
Brothers (“Sunlight” Soap), the new company eslablishinj.*, 
factories also in Germany and Switzerland; the absorption 
of Bryant & May’s Match Company by the American Star 
Company, are instances of more limited monopolies htanding 
on an international basis. 

The Atlantic Shipping Trust and the combination of 
financial interests in the electric traction business of 
America and Groat Britain aie the hugest examples of the 
trend towards internationalism in tlie 'I’nist movement. 

The largest pioposal for an extension of the trust 
principle to international computitiim was that jiroji^rted 
by the steel tiade in 1904, when a provisional agieemcnt 
was reached between the Aineiican Steel Trust and the 
leading gioups of British, German, Belgian, and hVeiK-h 
producers for a regulation of the output of steel rnils.^ 'l^he 
basis of the agreement as between the chief Einopeiin 
countries was the allotment to each nation of a fiNorl per 
centage of output; British woik.s producing 53.50';'',, f ieniian 
28.83%, Belgian 17.67%. France was to conu^ in on a 
somewhat different basis, adding to the British-Gennnn* 
Belgian total of 100 units 4 8 for the first year, 5.8 for the 
second, and 6.4 for the third year of the agreement, Jfiach 
country was then to apportion its .share ol tlie output to its 
constituent companies. All the large Briti.sh finn.s wen* 
involved in the arrangement which, if surces.sfully executed, 
seemed likely to control well-nigh the entire world output 

§ 18, The wide prevalence of concentration of capital in 
pools, trusts, and various local, national, or interniitional 
combinations, discovered to exist in Ukj viiiious fiidJs of 
industry, may seem inconsistent with the large volume of 
evidence as to the survival of small l)iisinc.s.s(i.s. 'Fhe in- 
consistency is, however, only apparent. (Axt the whole 
field of industry, if every form of occupation be included, 
neither the aggregate number of small bn.sinesses nor the 
proportion of the workers employed in them is declining; 

’ Carried into cficct in thosumnur <»f 1905. 
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Uut Ihc economic independence of many sorts of small 
imsitiesscs is enciuached upon by organised capitalism, 
which in almost every current of production plants itself at 
the narrowing of the stream, to impose tolla upon the traffic 
as it passes to the consumer. 

'I'he small producer still survives in large numbers in 
agriculture; but as successful modern agriculture requires 
use of con.sitieial>le capital and large opportunities of market, 
the small farmer bec'cines more and more dependent on the 
moneylending cunipany and the milroads. In maini- 
facture, the small artisan, the jobbing phimhcr or other 
“builder,” the Sheflleld giinder 01 llie little brassfounder in 
Birmingham, the home-woiking tailor or cabinetmaker, 
though siiiviving in great numbers, are more closely attached 
to big firms of manufacturers or contiactois who take their 
work, and who often stand behind them with “credit.” 
'i'he indepemlence of the small “sweating” business in so 
many of the clothing and other trades is of course merely 
nominal Much i\ui same holds of the commercial busi- 
n<?SHe.s: most of it is “agency” business which, alike in 
whoUisale trade aiul in retail, binds the merchant or shoj)- 
kceper to some big manufacturing, shipping, mining, or 
commercial company for which he does business. The 
immense growth of “j>ackct” goods in retail trade and the 
general extension of the “tied” store system illustrates this 
growth of dependency, 

'I'he sanui iniliuMiees even penetrate the world of ait and 
literature, evm Hut profess!* ais ; nuiUiliules of jobbing 
journalists atl;M:hcd to one or two newspapsT offices, of 
authors wui king lor publishers or syiulicaies, ai lists wliose 
only chaiuHt of selling is the art shop: actors, music'ians, 
doctors, live hers, t‘v<tn clergymen, (taming their luuardous 
livelihood lluough the inslruaientalily (jf a company of 
middlemen. 

The measure of the power of ronnentrated capitalism 
is therefore by no means confined to the iimiiediate area of 
capitalistic operations. In the long series of productive 
and distributive prfjcesstt!* by which raw materials of material 
<jr imiuatcrial wealth au* cicuted and passed on for sale to 
the c.onsumer tlicre will commonly be some process which 
involves a high cajiitalist organisation. In this case, tlunigh 
every other process by in ilie region of sniull competitive 
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business, the monopolist control may lay a heavy hand upon 
all the other processes and impose on the ultimate consunaer 
a tax as great as if the whole chain of processes were con- 
ducted in the sphere of monopoly. Such a power may be 
and often is exercised over small farmers or fishermen, and 
over the consuming public, by the carrying companies, or 
by the ring that controls the wholesale market: it may 
emerge in a manufacturing process where a few great 
businesses are able to combine, a corner in the produce 
market may from time to time usurp this power, or, after 
free competition in all earlier stages of production and of 
trade, rings of retail dealers may hold up local prices so as 
to take the profits of monopoly. Everywhere the “com- 
petitive system” is honeycombed by combinations exer- 
cising some form or degree of “monopoly” — Le, presenting 
in some market the attitude of a single seller able within 
limits to impose his price. It matters comparatively little 
to the consumer whether “free competition” is “held up” 
by monopoly in several of the processes of production and 
of commerce or in only one: one strong “combine,” 
fastening on a single necessary process, can exercise the 
same amount of control over the output and the selling 
price of a commodity as half-a-dozen different combines 
Iiandling earlier and later processes in the same productive 
series. 

In point of fact the existence of one strong pool or trust 
aiising in a single stage of production, as for instance in the 
carrying of oil or the refining of sugar, prevents the inde- 
pendent combination of producers or distributors at any 
other process in the trade, absorbing the entire profits of 
monopoly by suckage at the narrowest point. Though, a-s 
we have seen, the “organisation” of a trade at a particular 
point tends to spread to the organisation of the earlier and 
later processes and to the control of subsidiary and completing 
processes, tliis effective .sloppnge of competition cannot yet 
Ije said to have spread over any large proportion of the 
general field of indu-stry. The survival of keen competition 
in so many markets attests, in part, the rudimentary con- 
dition of the new arts of capitalLstic “ organisation.” But 
in part it is attrilmtaide to the control exercised by a 
“ring,” “pool,” or other combine which, instead of directly 
controlling the earlier processes, forces them to cut-throat 
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competition, in order that it may buy cheap and f-ell duir. 
While therefore the greater part of our industrial sy'-tcm 
still continues to be competitive, the area of the powei 
of capitalist combination is growing and the effective pro- 
tection furnished by competition to the consuna-r is 
diminishing. 
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r-CONOMIC POWERS OF THE TRUST. 

§ I . Power of Ti uste over earlier or later processes. 

§ 2. Power of 7 rusts over direct competitors. Control of 
markets, 

§ 3. Control over wages and volume of employment, 

^ 4. Control over prices, 

S j. The theory of monopoly prices, 
g G, Control of prices in relation to classes of commodity, 
g 7. General Summary of price control, 

g T. It remains to investigate the actual economic power 
which a “monopoly” possesses over the several departments 
of an industrial society. Although the “trust” may be taken 
as the representative form of monopoly of capital, the econ- 
omic powers it possesses are common in difierent degrees 
to all the other weaker or more temporary forms of combina- 
tion, and to the private business which, by the possession of 
some patent, trade secret, or other economic advantage, is 
in control of a market. These powers of monopoly may be 
placed under four heads in relation to the classes upon whose 
interests they operate— («) business firms engaged in an ear- 
lier or later process of production ; iji) actual and potential 
competitors or business livals; {c) employees of the trust 
or other monopoly; {d) the consuming public* 

{a) The power possessed by a monopoly placed in the 
transport stage, or in one ot the manufacturing or merchant 
stages, to “squeeze” the earlier or less organised producers, 
has been illustrated by the treatment of farmers by the rail- 
ways and by the Elevator Companies and the Cattle Trust 
of the United States. 'J'he Standaid Oil 'rrust, as we saw, 
preferred, until quite recently, to leave the oil lands and the 
machinery for extracting crude oil in the hands of un- 
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attached individuals or companies, trusting to their posiiioii 
as the largest purchasers of crude oil to enable them to 
dictate prices. The fall in tlie price paid by the company 
for crude oil from 9,19 cents in 1S70 to 2.30 in iSSi, when 
the Trust was formed, and the maintenanf'C of an almost 
uniform lower level from iSSi to 1890, testifies to the close- 
ness of the grip in which the company held the oil pro- 
ducers; for although improvements in the niacliinery fi^r 
sinking \vells and for cxtraclincf oil took place durin^iL; the 
period, these economics in production do not at all failiire 
to explain the fall. Indeed, the method of the company h 
transactions with the oil producers, as described by their own 
solicitor in his defence of the Trust, is convinrin;* testimimy 
of their control of the situation: — “When the producer td' 
oil puts down a well, he notifies the pipe line company (a 
branch of the Trust), and ininiediately a i>ipe line is laid to 
connect with his well. The oil is taken from the tank at the 
well, whenever requested, into the large storage tanks (d’llie 
company, and is held for tlie owner as long as he desires it, 
A certificate is given for it, which <'an lai turm'd into cash at 
any time; and when sold it is delivered to the purchaser at 
any station on the delivery lines. In similar fashion llu: 
Sugar Trust controlled tlie market for raw sugar. Nor was 
this power exercised alone over the prodiuasrs ui' raw sugar. 
It extended to dictating the prices at which the win desale 
grocers who look from them the refined sugar shuiikl sell to 
their customers,'-* 

The Wall Taper Maiiulactmers’ 'I’nist made an anangi* 
meiit with the dealers binding tlicm lo ab.»tain (nan buying 
foreign papens for ten yeaiu 

In the petroleum business tho Standard Oil Company 
adopted the most rigorous means of enforcing its mimopoly 
on retailers. An oil-dealer who alUnnpted lo Hade with its 
competitors was approached by an agent cd" the 'Tiust, who 
informed him that, unless he ceased Ids “free” buying, a 
local store would be opened to undersell liim.» I n other < a*.cs 
a rebate system, not dissimilar from that prt‘vailing in tin? 
Shipping Conferences is practiHcd. I'or inslam^', in Amcrii a, 

J R. C. T, Dodd, Th May iStj.!. 

* “TrufiUin the United Status,” AVtfww/oV p. So, 

/ Cf, Lloyd, WtM ComnmmiAl'ih. 0 . 250 anti 'LubJI, 

lUsUry 0/ the Standard on TnisL * ^ » 
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in the cigarette and alcohol trades, the trust gives a rebate 
of 5 per cent, or 7 per cent, to customers who can prove 
that within a given time they have bought their supplies 
exclusively from the Trust^ 

This power of a monopoly is not merely extended to the 
control of prices in the earlier and later processes of pio- 
duction and distribution of the commodity. One of the 
most potent forms it assumes in manufactures where 
machinery is much used is a control over the patentees 
and even the manufacturers of machinery. Where a strong 
Trust exists, the patentee of a new invention can only sell 
to the Trust and at the Trust’s price. Charges are even 
made against the Standard Oil 'J'rust and other powerful 
monopolies to the effect that they are in the habit of 
appropriating any new invention, whether patented or not, 
without paying for it, trusting to their influence to avoid the 
legal consequences of such conduct. I’here is indeed 
strong reason to believe that the irresponsible position in 
which some of these corporations are placed induces them 
to an unscrupulous use of their great wealth for such 
purposes. 

§ 2, (^) Since the prime object of a Trust is to effect 
sales at profitable prices, and prices arc directly determined 
by the quantitative relation between supply and demand, it 
is clearly advantageous for a Trust to obtain as full a power 
in the regulation of the quantity of supply as is possible. 
To control a predominant share of the output is indeed an 
essential to the real existence of a Trust In England it is 
a common maxim of business that a minimum of 70 per 
cent, of the trade is indispensable to the success of con- 
solidation, and in almost every instance of a strong trust the 
proportion is considerably larger than this, the Wall Paper 
Manufacturers, for example, claiming to control 98 per cent, 
of the trade. Though the Standard Oil Company on re- 
construction in 1899 claimed only to produce about 65 per 
cent, of the country’s total output of refined oil, its pro- 
portionate control over the eastern and middle western 
inaiket was far larger than this figure, while Mr. Ilavcmeyer 
testified in 1897 that the American Sugar Refining Com- 
pany was supplying 90 per cent of the total national 


* Von Halle, p. 77- 
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consumption. In many articles of steel a single combina- 
tion controls 75 to 80 per cent, of the output, and in some 
lines even more.^ 

In order to effect this control the Trust will pursue a double 
policy. It will buy up such rival businesses as it deems can 
be worked advantageously for the purposes of the Trust. 
The price at which it will compel the owners of such 
businesses to sell will have no precise relation to the value 
of the business, but will depend upon the amount of trouble 
which such a business can cause by refusing to come into 
the Trust. If the outstanding firm is in a strong position 
the Trust can only compel it to sell by a prolonged process 
of cutting prices, which involves considerable loss. I\»r 
such a business a high price will be paid. By this 
means a strongly-established Trust or Syndicate will bring 
under its control the whole of the larger and better- 
equipped businesses which would otherwise by their compe- 
tition weaken the Trust's contiol of the market. A smaller 
business, or an important rival who persistently stands out 
of the Trust, is assailed by the various we.‘apons in the hands 
of the Trust, and is crushed by the brute force of its stronger 
rival The most common method of crushing a smaller 
business is by driving down prices below the margin of 
profit, and by the use of the superior staying power which 
belongs to a larger capital starving out a competitor. 'J’hi.s 
mode of exterminating warfare is used not merely against 
actually existing rivals, as where a railway company is known 
to bring down rates for traffic below cost price in order to 
take tlic traffic of a rival lino, but is eciually effective against 
the potential competition of oulsule capital After two or 
three attempts to compete with Jay Clould's telegraph line 
from New York to Philadelphia had been frustrated by a 
lowering of rates to a merely nominal price, the notoriety of 
this terrible weapon sufficed to check further attempts at 
competition. In this way each strongly-formed Trust is 
able to fence off securely a certain field of investment, thus 
narrowing the scope of use for any outside capital This 
employment of brute force is sometimes spoken of as 
** unfair'' competition, and treated as something distinct 
from ordinary trade competition. But the difference drawn 

* Report of XndHstriokl Commmion^ vol xix. p. 604. 
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is a purely fallacious one. In thus hreaking down a com- 
petitor the Trust sim];)ly makes use of those economics 
which we have found to attach to large-scale businesses as 
compared with small. Its action, however oppiessivo it may 
seem from the point of view of a weaker rival, is merely an 
application of those same forces which are always operating 
in the evolution of modern caintal In a competitive in- 
dustrial society there is nothing to distinguish this conduct 
of a Trust in the use of its size and staying power from the 
conduct of any ordinary manufacturer or shopkeeper who 
tries to do a bigger and more paying business than his 
rivals. Each uses to the full, and without scruple, all the 
economic advantages of size, skill in production, knowledge 
of markets, attractive price-lists, and methods of advertise- 
ment which he possessci'. It is quite true that so long 
as there is competition among a nimiber of fairly eriual 
businesses the consuming public may gain to some extent 
by this competition, whereas the normal result of tlui 
successful establishment of a Trust is simply to cnabhi its 
owners to take higher profits by raising prices to the 
consumer. But this docs not constitute a diflTerenrc in the 
mode of competition, so that in tins case it deserve.s to he 
called “fair,'^ in the other “unfair.” 

It is even doubtful whether such bargains as that above 
described between the Standard Oil Comijany and the 
Railways, whereby a discriminative rate was maintained in 
favour of the Company, is “unfair,” though it was under- 
hand and illegal. In the ordinary .sense of the term it was 
a ** free ” contract between the Railways and the Oil Com- 
pany, and in spite of its discriminative character might have 
been publicly maintained had the law not inlcrfcrcd on a 
technical point. The same is even true of the flagrant act 
of discrimination described by Mr. Baker:'--“A combination 
among manufacturers of railway car-springs, which wished 
to ruin an independent competitor, not only agreed with 
the American Steel Association tliat the independent com- 
pany should be charged $jo per ton more for steel than 
the members of the combine, but raised a fund to be used 
as follows : when the indexjendenl company made a bid on 
a contract for springs, one of the members of the IViisi was 
authorised to nnder-l>id at a jiricc which would incur a loss, 
which was to be xxiid out of the fund, la this way the 
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competing company was to be driven out of business.' ^ 
These cases differ only in their coinidexily fioin tlic simpler 
modes of underselling a business rival. Mean, underhand, 
and perhaps illegal many of these tactics aie, but after all 
they differ rather in degree than in kind from the tnetirs 
commonly j»raclised by most businesses engaged in rlo.e 
commercial warfare. If they are “unfaii/’ it is only in tiie 
sense that all coercion of the wvak by the strong is 
unfair,” a verdict which doubtless coiulnan.s from any 
moral standpoint the whole of trade competition, so far a*; it 
is not confined to competing excHllr-nre of prodnr*tif)n. 

The only exercise of power by a 'ruist or Muiiopfrl^ in 
its dealings with competing ra]>ilal which def-ta'vt's to bo* 
placed in a separate category of infamy, is the use of money 
to debauch the Legislature into the granting of proteclivit 
tariffs, sperial chaiters or concessions, or other privileges 
which enable a monopoly company to got the bellvr of thrir 
rivals, to secure contracts, to cheek outside f;omp<-litif>n, 
and to tax the consuming piiblht for the btjncfu ol tin; trusi- 
makeris pocket. Under this head we may aNo n*rkun 
the tampering with the adinini.stration of jnsfire sshich is 
attributed, apparently not without goral reason, to t'erlain 
of the Trusts, the use of the 'IVust's money to purebasr 
immunity from legal interference, or, in the last restn't, Xu 
buy a judgment in the (louils. 

How far the more oi less riefinilo allegations uj^on this 
sulyect are capable of snlv;tanli:itiim it is lu-yond our m fipe 
to iiuiiiirc, but certain discdosinni in lonnoetion witii tho 
Tweed Ring, the Staiulird Oil Oontp.my, the Anihiariu* 
Ooal Tiust, and other synilieatev, indueo ilie beliet that 
the more unscrupulous caiutalistii sork to inllueiiee the 
C:Qurts of Justice as well as the I^egialalure in purMiam e? of 
their business interests, Ccmlributions to parly funds for 
the purpose and with the result of inlluenriug tariff and 
other legislation in their interest are tm-lhotls of 'I'lusls 
which, though matt<‘r of common bt'hef, me dillif uU ol 
proof. We have, however, the admission of Mr. i |jiveine)rr 
before a Committee of Congress that the Sugar 'I'lust va9U 
tributed in Republican States to the fund of the R<‘publii-an 
party, in Democratic Slates to that of the Democratic party, 

* Baker, Afotto/ofies (Wif tht p, 85, 
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in order to stand well with the dominant political power in 
each State. ^ 

§ 3 . (c) The more or less complete control of the capital 
engaged in an industry, and of the market, involves an 
enormous power over the labour engaged in that industry. 
So long as compelition survives, the employee or group of 
employees are able to obtain wages and other terms of 
employment determined in some measure by the conflicting 
interests of different employers. But when there is only 
one employer, the Trust, the workman who seeks employ- 
ment has no option but to accept the terms offered by his 
employer. His only alternative is to abandon the use of 
the special skill of his trade and to enter the ever-swollen 
unskilled labour market. This applies with special force to 
factory employees who have acquired great skill by in- 
cessant practice in some narrow routine of machine-tending. 
The average employee in a highly elaborated modern 
factory is on the whole less competent than any other 
worker to transfer his labour-power without loss to another 
kind of work.® Now, as we have seen, it is precisely in 
these manuraclurc.*s that many of the strongest Trusts spring 
up. The Standard Oil Company or the Steel 'IVust are the 
owners of their employees almost to the same extent as they 
are owners of their mills and machinery, so subservient has 
modem labour became to the fixed capital under which it 
works. It has been claimed as one of the advantages of a 
Trust that the economies attending its working enable it to 
pay wages higher than the market rate. 'Inhere can be no 
question as to the ability of the stronger Trusts to pay high 
wages. But there is no power to compel them to do so, 
and it would be pure hypocrisy to jirelend that the interests 
of the labourers formed any part of the motive which led a 
body of keen business men to acquire a monopoly. One 
of the special economies which a large capital possesses 
over a small, and which a Trust possc.ises /ar excellence^ 
is the power of making advantageous bargains with its 
employees. 

A few of the stronger Trusts have recognised the ad- 
vantage of detaching their employees from the general 
‘‘labour movement,” by introducing a small element of 


^ Of. Jenks, 7%e 7>ust l*rohUm^ p. ii)3. * Cf. Chapter XVt 
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“profit-sharing,” or by oflFering an inducement to them to 
invest their small savings in shares of the corporation. A 
small fraction of monopoly profits, thus laid out, purchases 
industrial peace, and helps to induce in the general public a 
belief that the profits of a 'J’rust enrich many instead of a 
few. It is claimed with some reason that the Standard 
Oil, Steel, and a few other Trusts are administered with 
sufficient intelligence to rcf'ognisc “the economy of high 
wages” for responsible and high-skilled employees. But 
the wages and other conditions of labour prevalent among 
the less skilled workers in the Anthracite Coal Mines ^ and 
in other strongly “trusted” industries prove that the 
working classes in general have nothing to gain from the 
economy of industrial monopoly. 

But the practical ownership of its employees involved in 
the position of a monopoly is by no means the full measure 
of the oppressive power extircised by the 'J'rust over labour. 
Since the means by which I’rust j>rir».‘s are maintained is 
the regulation of production, the interests of the Trust often 
require that a hugi» part of the capital of the com- 
panies entering llie 'J'riist shall stand idle. *‘\Vben com- 
petition has become .so ficrci; that there is fro<|ucnt]y in the 
market a supply of goods .so great tliat all cannot be sold 
at remunerative jirices, it is necessary that the competing 
establishments, in ordt‘r to contimiu business at all (of 
course, under perfectly frci* f'ompetilirm many will fail), 
check their production. Now an onlinary pool inakt‘S 
provision for each eslablishineni to run in oiut of the two 
ways .sugge.sted. Manifestly a .stronger organisation like 
the Trust, by sclenting the be.sl ciitabbshmcms, and running 
them continuou.sly at their full capacity, whilii dosing the 
others, or selling them, and making other use of the capital 
thus set free, will make a great saving,”^ 'riie Whisky 
Trust presents a xioluble instance of this c‘coni)uiy- When 
the whisky trade was worked under the looser organisation 
of an industrial pool, each of the conslitucnt dislilleries 
worked below its full cai>ac‘ity, one year at 40 per cent, 
another even at 28 pr-r cent of its former <aUpnt. But 
when the 80 distilleries had entered the cbiser form of a 

* Roberts, AnthrafiU Coal Indust 

“ J- W. Jenks, “Trusts in the Ibiitod Hlali *," Emiomh 
vol. ii. p, 80. 
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Trust, in the following year all were closetl with the excep- 
tion of the 12 best situated and best equipped: these ran at 
full capacity, and their aggiegate output was as laig<‘ as llmt 
of the 8o which had been running before,^ \Vlien at the 
beginning of 1894, Mr. Carnegie combined with six other 
steel manufactures, so as to bring ^>5 per cent, of tlu.* out- 
put under his control, outsiders were paid laige sums to 
close their establishments.- TTie same ptdicy iias been 
adopted among others by the Colton OW Tni.'.l, the Sugar 
Trust, and the Rubber Tiust.^ All the greater 'Prusls, in 
fact, have followed this plan of closing entirely the weaker 
establishments and running only Ihi; stronger, thereby effect- 
ing a saving in capital and labrniiv* 

Here we see a Tiust exercising its econrunic powtT of 
regulating production. That ] lower, as we shall see below, 
is not merely confineil to closing the infi:rir>r mills in order 
that the same aggregate output may be. olilained by a full 
working of the more (ifficient ]>lant Wluire over-piodunion 
has occurred it is to the interest of the 1 Vusl to lessiiu 
production. With this end in view it will smhh'iily clr^su 
half the mills, or works, or idevutors in a distrh't. 'I'he 
owners of these closed plants gel tlnsr interest from llie 
Trust just as if they were working, but tlie labour of ihe.se 
works suddenly, ami without any cr jmponsalion for disturb- 
ance, is “saved” — that is to say, the fiuploytMjs are deprived 
of the services of the only kind of plant ami maierial to 
which their .skilleil efforts arc appli(;al)Ie. It is prolnilile 
that one result of the formation oi each of these larger trusts 
has been to throw out of employment .several thousamls of 
workers, and to place them either in the ranks of the 
unemployctl or in some other branch of industry where 
their previously acquired skill is of littki service, ami wlicre 
their wages are correspondingly depressed. 'I'his saving of 
labour is not confined to the productive prot'csses. Wiien 
the American Steel and Wire Company (now a branch of 
the great Stool Trust) was formed, the services of 200 
salesmen were dispensed with; one of tlie early ec'ono- 
mies of the Whisky combine was the dismi.ssal of ,^00 
“travellers." From the account given above of the 

1 funks, T/m 7 hiitf /Vo^/em, n. 34, 

* Von Hallo, p, r»2, ^ Vtm Halks i)p. io8, 

^ J, W. JcuUk, 7 ‘/ic Trmt Prebiem, p. 33. 
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changes in organisation of production under the Trust it 
might appear that the effect upon labour was not to reduce 
the net employment, but to give full, regular employment to 
a smaller number instead of partial and irregular employment 
to many, and that thus labour, considered as a whole, might 
be the gainer. An industrial movement which substitutes 
the regular employment of a few for the irregular employ- 
ment of many is so far a progressive movement. But it 
must be borne in mind fust that there is usually a net 
reduction of employment, a substitution not of 50 workers 
at full-time for 100 at half-time, but of 30 only. For not 
only will there be a net saving of labour in relation to 
the same output, the result of using exclusively the best 
equipped and best situated factories, but since the Trust 
came into existence in order to restrict production and so 
raise prices, the aggregate output of the business will be 
either reduced or its rate of increase will be less than under 
open competition. The chief economy of the Trust will 
in fact arise from the net diminution of employment of 
labour. As the Trust grows stronger and absorbs a larger 
and larger proportion of the total supply for the market, 
the reduction of employment will as a rule continue. Of 
course, if the scale of prices which the Trust finds most 
profitable happens to l)e such as indufc a large increase of 
consumption, and thereftjre to permit an expansion of the 
machinery of production, the aggivgati; of einpU)yiiicnt may 
be maintained or even inen^ased. But, as wc shall see 
below, there is nothing in the nature of a 'fnist to giiarantoo 
such a result. The normal result of placing the ordering of 
an industry in the hands of a monopoly company is to give 
them a power which it is tlieir interest to exercise, to 
narrow the scojie of industry, to change its /n^raA, to 
abandon certain branches and take up others, to substitute 
machinery for hand labour, without any regard to the wel- 
fare of the employee.? who have been associated with the 
fixed capital formerly in use. Wiu*n to tins wo add the 
reflection that the ability to choose it.s workmen out of an 
artificially made over-supply of labour, rid of the competi- 
tion of other employers, gives the 'rru.st a well-nigli absolute 
power to fix wages, hours of work, to pay in truck, and 
generally to dictate tcrm.s of employment and conditions of 
life, we understand the feeling of distrust and antagonism 

*5 



226 


THE EVOLUTION OF 


with which the working classes regard the growth of these 
great monopolies on both sides of the Atlantic. 

§ 4. Those who admit that a Trust is in its essence a 
monopoly, and that it is able, by virtue of its position, to 
sell commodities at high prices, sometimes afiirm that it is 
not to the interest of a Trust to maintain high prices, and 
that in fact Trusts have generally lowered prices. 

Since the direct test of the strength of a monopoly con- 
sists in its control over prices, great interest attaches to these 
questions. Difficulties, however, present themselves directly 
we seek to ascertain the facts. It is true that we can easily 
learn the fluctuations in prices alike of the “liusted” com- 
modities and of their chief raw materials before and after 
the formation of the trust. Thus we can ascertain whether 
as a matter of fact trusts have reduced prices, or to what 
extent they have raised them. By comparing the curves 
for raw materials and for finished commodities we can 
ascertain, though with less e.xactitude, whether the margin 
has increased or diminished: if it has increased we may 
generally conclude that the Trust is earning monopoly 
profits by holding up prices to couvsuiners, not ne(:es,sarily 
above the earlier level, but above the level to which they 
would have sunk if the trust were forced to be content 
with a normal rate of profit A most careful investigation 
of the .subject from this point of view w^as made by 
Professor Jenks for the ** Industrial Commission.^' Dealing 
with the Sugar Trust he reaches the conclusion that “'rije 
sugar combination has, beyond question, had the power of 
determining for itself, within con.siderablc limits, what the 
price of sugar should be, low or high, with or without com- 
petitors, although, when there has been competition, it has 
chosen to cut prices to drive out its rivals rather than to 
run the risk of letting them gradually lake its market on 
account of its high prices. During about nine of the 
twelve years which have iia.ssed since the organisation of 
the Trust, the margin between raw and refined sugars has 
been con.siJerably higher^ than it was for three years before 

^ \V(i cannot however conclude fi*mi I his that tin* niargia of profit 
rhses older that tlie pmfilH itiny hr the same 

the margin hrlween the prire of Ihe r.aw matrrial^ ami lhal of the 
fmished product should increase slightly witli the increase in 

price of the raw material ” (p. *33). 
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the Trust was organised and than it has l^een during the 
three years when there has been vigorous competition.*’! 
The Whisky Trust has been less successful in manipulating 
prices, for ‘‘whisky combinations have been able to hold 
prices and profits high only for short periods, inasmuch as 
they have almost invariably attempted to overreach and 
secure too high profits.”^ 

The effort of the Standard Oil Trust is thus summarised : 
^‘The Standard Oil Trust was foinied in 1SS2. From that 
lime on, for a period of eight or nine yeais, it is noticeable 
that there is only a slight decrease in the margin. From 
1891 until 1S98 the margin seems to have been steadily 
nearly or just a cent, lower than for the period preceding. 
But the period of the smallest margin seems to have been 
in the years 1893 and 1S94. During the last two yeans** 
there has been a decided increase, not merely in the price 
of refined petroleum, but also in the margin between crude 
and refined*”'* 'I'liis larger margin does not imply a 
corresponding lun of i>rofit, since there is an added cost of 
refining to be taken into consideralion. 

'fhe chart of prices in the Tin Plate trade showed that 
the immediate effect of the combination w^as to raise the 
margin, and the rise of profit thus obtained was afterwards 
increased by a reduction in the cost of manufacture.^ The 
same general results followe<l the formation of the Steel 
and Wire Company (now absorbed in the Steel 'Prust), 
“Margins as well as prices of jiroducliou increased rapidly 
from the date of combination.” 

§ 5. But while such investigations may .serve to illustrate 
the control over prices which it is the main object of i 
Trust to secure, they do not enable us to measure the 
“monopoly” element in consiimer.s* prices, or the net profit 
beyond the normal business rate, which accrues to a 'Prust 

It may pay a Trust not only to hjwor prices to consiimer.s, 
but even to reduce the margin between the price of its 
materials and of its finished articles; nay, it may pay a 
Trust in absolute control of its market to reduce the 
margin between cost of production and selling prices per 
unit of its aggregate output, 'I’his rotluced margin of profit 
may still contain a monopoly clement which, when the 

! Jenki?, p. 139. » p. i4<>, » /.t-. 1898-1900. 

* Jenks, pp. 153-4. ® Jenks, it. 163. 
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whole output is taken into consideration, represents the 
largest aggregate profit which the monopoly is capable of 
yielding. 

It is only from a deductive treatment of the subject that 
it is possible clearly to prove that Trusts possess a power 
over prices antagonistic to the interests of the consuming 
public. 

A trust or any other business with a complete monopoly 
of any class of goods for which there is a market will 
strive to fix that price which will yield the largest net 
return from the business. The prime question will be, 
‘^How many articles shall I produce atid offer for sale?" 
The answer to this question will depend upon the relations 
between two sets of calculations, the one set having 
reference to expenses of production, the other to elasticity 
of demand on the part of consumers. 

On the side of expenses of production, the tendency to 
restrict or enlarge his output depends of course upon how 
far bis business conforms to the laws respectively of 
diminishing, of constant, or of increasing returns— -in other 
words, upon the limit of maximum efficiency in the size of 
his business. So long as a further enlargemtmt of output 
can be made with a reduction of expense per unit of the 
whole output, our monopolist will tend to enlarge his out- 
put. Hut he will check this tendency by regard to the 
demand side of the problem. If he produces a .small 
amount he can sell it at a high price, to dispose of a larger 
supply involves a lowering of price. If the article supplies 
a keen, widcly-fclt need, or strongly slirnulalcs a craving for 
increased consumption among those wlio take off the earlier 
increments of supply, a large increase of supply may he 
attended by a comparatively small fall in prices. On the 
other hand, if the article has a weak hold upon the con- 
suming public, satisfying the .shallow taste of a .small 
special group, dependent upon “rarity” for its appreciation, 
or easily displaced in the public favour by s(mic other 
commodity, a larger output can only he disposed of 
at a great r<*(liirtion of price. It is the rttlation between 
these two technically unconnet ted considerations that 
determines the practical power of a monopolist over prices. 
As expenses of production fall, urging the monopolist 
to increase his output, so the selling prices for his 
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output likewise falls, urging him to restrict his output. 
The actual maximum output, the production and sale of 
which will yield him the largest aggregate profit, must 
obviously depend upon the relative pace of those two price 
movements. 


OL 



The above diagram^ furnkhc.s a geometrical expres 
sion of this play of forces, and indicates the difference 
between the determination of a competitive and a mono- 
poly price for a business conforming in the main to a law 
of increasing returns. 

** In the diagram the curved line is taken to represent 
the varying cost of production, and is hence called the 
supply curve ; the line representing the s^ate q/ demand^ 
is similarly called the demand curve- The line ox would 
represent the price under competitive conditions* 'rhe 
perpendiculars fk and // represent the prices that would be 
fixed by the demand if the monopolist were to limit the 

^ Adapted with a slight alteration from Ely and Wicker^s Mlmmtmy 
Pnncipfcs 9f EcQnomieSt p. XS 4 , 
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supply to eh or el lespectively. The lines gh and kl \AOuld 
represent the total cost per unit of producing these various 
quantities. The parallelograms ghqe and hlne lepiesent the 
total costs of the different quantities, and the parallelograms 
Jhpe and dme represent the total returns from sales. Conse- 
quently the smaller parallelograms Jgpq and ihnn^ which 
equal the parallelograms rcpTesenting total income, minus 
the parallelograms representing total costs, represent the 
net return. If the character of the two curves be known, 
it is possible to determine by mathematical formula; where 
the parallelogram of greatest net lelurn will fall, and conse- 
quently what will be the monopoly piicc*.’' 

From this diagram it ajipears that tht; inonopnly price, 
wherever it is fixed, at fh or dsewhure, must always be 
higher than the competitor’s price ox. Reflei'lion, however, 
shows that it is possible that by a coincidence in the two 
curves, expuissing rcs[)ectivcly expenses of supply and 
elasticity of demand, the monojjoly price and the com- 
petitive might coincide* In other words, the economy of 
enlarged production might be so great, and the economy of 
reduced cori-sumplion so small, that it would pay a mono- 
polist to sell a very large quantity of articles at a price 
which was no higher, nay, a jiiice which might be linver, 
than the competitive price. For it \>y tliis term ‘^competitive 
price ’’we signify the market price which would prevail if, 
instead of being a monopoly, tlie market were occupied by 
several large competing businesses, it is quite possible that 
a trust might find it pay to fix selling prices l)clow this 
point, For the expenses of competition, wliiclt a monopoly 
ex hypothesi saves, must be taken into consideration in 
determining a competitive price: a trust might find it 
profitable to fix a price which would represent some 
positive gain to the consuming public from the establish- 
ment of its monopoly. It i.s probable that under the 
pressure of those forces actual cases have arisen where the 
public has enjoyed under a monopoly lower prices than 
would have prevailed under competition or some looser 
form of coml;ination, 

§ 6. The real danger of Trusts in their rontrol of prices 
appears when we consider this control in nilation to the 
various classes of commodities which foua the subjects of 
monopoly. 
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(a) The urgency of the need which a commodity satisfies 
enables the monopolist to charge high pi ices. Where a 
community is dependent for life upon some single com- 
modity, as the Chinese on rice, the monopolist is able to 
obtain a high price for the whole of a supply which does 
not exceed what is necessary to keep ali\e the whole popula- 
tion. Thus a monopolist of coin or licc in a famine can 
get an exorbitant price for a considerable supply. But after 
the supply is large enough to enable every one to satisfy the 
most urgent need for sustenance, the urgency of the need 
satisfied by any fuither supply falls lapiilly, for there is no 
comparison between the demand of famine and the demand 
induced by the pleasures of eating. 

A monopoly of a nece.ssity of life is therefore more 
dangerous than any other monopoly, because it not merely 
places the lives of the people at the mercy of private traders, 
but because it will often be the interest of such monopolists 
to limit supply to the satisfaction of the barest necessaries 
of life. 

Next to a neces.sary in this respect will come what is 
termed a “conventional necessary,*' something which by 
custom has been firmly implanted as an integral poition of 
tlie .standard of comfort. 1*his differs, of course, in different 
classes of a community. Boots may now be regarded as 
a “conventional necessary" of almo.st all giade-s of English 
society, and a monopolist rould probably raise the price of 
boots considerably without greatly diminishing the consump- 
tion. IL'ilf a century ago, however, when boots were no 
firmly established as i)art of the standard of r;ornfort of llv, 
great mass of the working classes, tlie power of a monopolist 
to raise prices would have been far suKiller. 

As we desceml in the urgency of wants sujrplietl we find 
that the comforts and ]uxuric.s form a part of the standard 
of life of a .smaller and smaller number of pensons, and 
sati.sfying intrinsically weaker needs, are more liable to be 
affected by a rise of jjrice. 

(fi) Closely related to this consideration, and working in 
with it at every point, is the ciuesLion of the pos.sibility of 
substituting another commodity for the one monopolised. 
I'his everywhere tempenj the urgency of the need attaching 
to a commodity. 'I 'here arc few, if any, even among the 
commodities on which we habitually rely fur food, shelter, 
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clothing, that we could not and would not dispense with 
if prices rose very high. The incessant competition that 
is going on between different commodities which claim to 
satisfy some particular class of need cannot be got rid of by 
the monopoly of one of them. This is probably the chief 
explanation of the low prices of the Standard Oil. As an illu- 
minant, oil is competing with gas, candles, and electricity, and 
unless the monopoly were extended laterally so as to include 
these and any other possible illuminants, the Trust's prices 
cannot be determined merely by the pressure of the need for 
attihcial light. Though to a modern society artificial light is 
probably even more important than cane sugar, a Sugar Trust 
may have a stronger monopoly and be able to raise prices 
higher than an Oil Trust, because the substitutes for cane 
sugar, such as molasses and beetroot, are less effective com- 
petitors than gas, candles, and electrieity with oil. 

The power of railway monopolies largely depends upon 
the degree in which their services are indispensable, and 
no alternative mode of transport is open. Sometimes, 
however, they miscalculate the extent of their power. The 
high railway rates in England have rc'^^mtly led in several 
quarters to a substitution of road and f'anal traffic in the case 
of goods where rapidity of conveyance was not essential. 
So also in other cases sea-transport lias been substituted. 

The stronger monojndy of American railways consists 
partly in the fact that distanc<*s ure so great, and the sea- 
lioard or other watc‘r conveyance so remote, that over a large 
part of the Continent the monopoly is unlenqKTcd liy 
alternative possibilities of transport 

The reverse consideration, the possibility of substituting 
the article of monopoly for other articles of consumption, 
and so securing a wider matket, has (lulte as important 
an influence on prices, Tlie possibility of substituting 
oil for coal in cooking and rertain other operations has 
probably a good deal to do with the low price of oil. A 
'J'rust will often keep prices low for a season in order to 
enable their article lo undersell and drive out a rival article, 
a competition closely akin to the eoinpetition with a rival 
producer of the same arlide. When natural gas was dis- 
covered in the neighbourhood of ?itthburg, the price was 
lowered suflicienily lo induce a large number of factories 
and private houses to give up coal and to burn gas. After 
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expensive fittings had been put iiij and the habit of using 
gas established, the Gas Company, without any warning, 
proceeded to raise the rates to the tune of 100 per cent 
When we ascend to the higher luxuries, the competition 
between different commodities to satisfy the same generic 
taste, or even to divert taste or fashion from one class of 
consumption to another class, is highly complicated, and 
tempers considerably the control of a Trust over prices. 

The power of a company which holds the patent for a 
particular kind of corkscrew is qualified very largely not 
only by competition of other corkscrew's, but by screw- 
stoppers and various other devices for securing the contents 
of bottles. The ability to dispense with the object of a 
monopoly, though it does not prevent the monopolist from 
charging prices so much higher than competition prices as 
to extract all the “consumer’s rent,” of the marginal con- 
sumer, forms a practical limit to monopoly prices, 

(<r) Lastly, there is the influence of existing or potential 
competition of other producers upon monopoly prices. 
Where prices and profits^ arc very liigli a Trust is liable 
to more eflective competition on the part of any surviving 
independent firms, and likewise to the establishment of 
new competitors. I'hi.s al>ility of outside capital to enter 
into competition will of course differ in different trades. 
Where the monopoly is protected by a tariff the j>ossibilily 
of new compctiLion from outside is lessened. When the 
monopoly is coiimirled with sonic natural advantage or 
the exclusive posiieiision of some sperial convenience, as 
in mining or railways, direct coinpetilion of outsiders on 
equal terms is prohibited. Where the comhination of large 
capital and capalde administration is indispensable to the 
possibility of success in a rival producer, the power of a 
monopoly is stronger lliau where a small ('apital can produce 
upon fairly cfpial terms and compete. If the monopoly is 
linked closely with jicrsonal qualities and with special oppor- 
tunities of knowledge, as in lianking, it is nio.st difficult for 
outside capital to compete effectively, 

§ 7. These considerations show that the power of a Trust 
or other monopoly (iver prices i.s determined by a nunibcr 
of intricate forces which n^act upon one another with vary- 
ing degrees of pressure, according as the ipiantity of supply 
is increased or diminislied. iiut a IVust is always able to 
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charge prices in excess of competitive prices, and it is 
generally its interest to do so. It will commonly be to 
the interest of a Trust or other monopoly to maintain a 
lower scale of pi ices in those commodities which are 
luxuries or satisfy some les? urgent and more capricious 
taste, and to maintain high prices where the article of 
monopoly is a common comfort or a prime necessary of 
life for which there is no easily available substitute. 
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CHAITER X. 

THE FINANCIER, 

§ T. The orh^in and economic naiure of modern Ji mince. 

§ 2. Relations beiivcen iimstor and financier. 

8 3. Need of the financial middleman. 

§ 4, Rarnin^^ capacity the true basis of Capitalisation. 

§ 5. The art of promotion. 
g 6. Alanipulatin^ the share markets. 
g 7. The control of sound profitable businesses. 
g 8. Bankdoans as a factor in business finance. 
g 9. The triangle of financial forces in America. 
g 10. Financial pressure for external markets. 

§11, The financial system as illustrated from South Africa. 

g I. The siructure of modem Cuiutalism tends to throw 
an ever-increa.sinj< power into the hands of the men who 
operate the monetary machinery of industrial communities, 
the financial class, K<jr Iaij;e enterprises the financier has 
always been a necessary man: in the ancient and the 
mediaeval woild he found larj»c sums of money to meet the 
emergencies of kings and great nobles, ecclesiastical or civil, 
to furnish military or naval expeditions, and to facilitate the 
larger forms of commercial enterprises which needed capital, 
SSmall Jinanc.iors, as usurers or inoncy-lcndcrs, have at all 
times lived upon the irregularities and misfortunes of the 
fnrming, artisan, and small trading classes, Jlut not until 
the development of modern industrial methods required 
a large, free, various flow of capital into many channels of 
productive employment <licl the financier show signs of 
assuming the seat of authority he now occupies in our 
economic system. Every important step which we have 
traced in the growth of industrial .structure lias favoured 
the segregation of a financial from a more general capitalist 
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class, and has given it a larger and a more prufiLable control 
over the course of industry. 

The elaborate differentiation of industrial processes into 
separate businesses, the concatenation of a long series of 
different businesses contributing directly to the production 
of each class of commodities, the relation of each member 
of this series to dependent or subsidiary businesses, each of 
which is itself a member of another scries of separately 
ordered processes, the interdependence of the most widely 
divergent manufacturing or commercial processes through 
the use of some common source of mechanical power, or 
some instrument of transport, the expansion of local into 
national and world-maikcu which bring what were formerly 
separate self-sufticing indusliial systems into unity — the 
working of such an industrial organisation implies a deli- 
cate and intricate mechanism of udjustmenls* In order 
that such a system may work properly and economically 
there must be an automatic ai>paratus for the application of 
economic stimuli and the generation of productive power at 
points of industrial deficiency, and a corresponding applica- 
tion of repressive checks at points of industrial excess: 
industrial power must be distiibuted in some general form 
throughout the entire organism to he transmuted into special 
kinds of productive energy where Ihure is need. 

'riiis growing necessity of modern industry has reacted in 
two important ways upon the economic structure — first by 
producing a radical change in the structure of the business- 
unit, and secondly in giving rise to ‘*a class of pecuniary 
experts whose business is the strategic management of the 
interstitial relations of the system,”^ 

The quick rise of new manufacturing and commercial 
business demanded a freer moveiucnt of capital than the 
older business structure could easily procure : old-estahlisheil, 
I)rivate businesses sought to ex]>and: men with keen wits 
capable of seizing opportunities rose ‘Mroiu the lanks** and 
needed the use of capital; vast new forms of enttM-prise in 
railroads, mining, etc, demaiidud larger ca[)itul tluin private 
finance could furnish. Hence the need of a reformation of 
business structure upon a basis of co-operative capital, drawn 
from innumerable private sources, welded into large masses 


* Vehlen, Thi 7'heory oj BhUum Iin*trp'isi^ p. ap. 
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and utilised for profitable industry by able directors of larp;e 
business enterprises. The wider spread increase of wealth 
from new industrial methods enabled far more people than 
before to effect private savings: the economy of large-scale 
production precluded them from setting up in business for 
themselves upon the small capital they thus commanded, 
while improved methods of commercial intelligence greatly 
widened the area of secure investment, tending more and 
more to separate capital from the presence and direct 
control of its owners, and to place it at the disposal 
of big business men who paid interest to its owners for 
its use. 

Thus it has come to pass that in every field of capitalist 
industry joint-stock enterprise has been rapidly displacing 
privately-owned businesses. So long as the new class of 
small investors had only the alternative of efiecting loans or 
mortgages at small fixed rates of interest, or of incurring 
“unlimited liability” by investments which they could 
neither watch efTectively nor easily withdraw, the growth of 
cO'Operative capital was comparatively slow, ihu after 
“limited liability” was set on a solid legal footing^ the 
movement became very rapid and widespread. The appli- 
cation of thi.s new capitalist strurture, firbt to public loans, 
then to railroad, shipjiing, mining, and banking enterprises, 
the enormous expansion of public or “company” develop- 
ment in the supply of municipal services, and finally the 
extension to inclusLrial companies of every sort and size, 
have revolutionised the character of modern economics and 
politics. Countless thousands of citizens in America or 
(Ireat llritain arc part-owners of lands, railroads, minerals, 
factories, municipal plants, and public revenues in all parts 
of the civilised or semi civilised world. Primarily this 
signifies a divorcement of political from economic interests 
for large sections of these nations: politically they are 
members of a single nation with an area of inlluenee and 
interest thus circumscribed, economically they are to an 
ever-growing extent cxjsinojiolitans. In what important 
ways this economic internationali.sin is moulding world- 
politics is olivious, the cross-ownership among nations is by 
far the most .substantial guarantee of the development of a 

^ In (lr«at RriUin by Acts 18 anti 19 Vid., c. X33 (1835), consoli- 
dated by 25 and 26 Viet., c. 89 (x862)« 
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general policy of peace. Economic internationalism is 
the precursor and tlie moulder of political international- 
ism, the beginnings of which are laid in a common postal 
system, a public or suini-public organisation of railroads, 
shipping routes, banking and telegraphs, and the increasing 
exorcise of public protection for foreign investments. The 
early beginnings of this cross-ownership among different 
nations arc, indeed, often sources of national quarrels and 
even of wars, where the owners of foreign investments which 
are in peril of repudiation, or are otherwise injured by “bad 
government,” are possessed of sufficient political influence 
in their own nation to utilise the public purse and the public 
force in order to safeguard or improve their stakes in foreign 
parts. liut the wider normal tendency is towards a political 
solidarity which shall reflect the growing economic .solidarity 
of nations. 

2. This obvious result of the community of economic in- 
terests is, however, gravely impeded by certain group interests 
of financiers within the several nations which do not coin- 
cide with, and are often antagonistic to, the more stable 
interests of international investors. 

A clear understanding of the place occupied by the 
financier in modern capitalism and of the harmony and 
divergence of interest.s between him an<l the investor is 
essential to the study of the indu.strial system of to-day. 

The mt)dern fiiuinciia* may be regardttd as the product of 
the joint-stock company,* and can best be understood by 
studying the “natural hi-story” of this form of modern busi- 
ness .structure. 'I'ln; tlieory of a “(*ompany” is that a 
number of persons owning .some capital which they cannot 

* Then* is anr^llu-r tap-root of ftiiaiirtt- numuly, the tlcvelopnieut of 
niilional Ijormwing, which play-i perh.'ips au vww noire important part 
than joiiit-stcick enli^r prise in the business of some of the 
European firianeml Iiouses, The great fninily gioiip of UoiiiM'hihJs, 
ami to a less extent such ihius as Jktnng\, llumbn/s, Stern's, utiil 
(iost'Iu‘n\s, have (levolfil iheinselvos to llcuuiug, dealing in, and iiuini- 
puliUing those public debts which are tin; limnudul exjircssion of 
modem poliliciil movcMuenls. This oldest Tmltl of iinifttiible firianre 
has expanded enormously with the <levelo])ment of public expenditure 
upon war, niiuanuMits, and pioihictive enteiprise in Europe, the Kar 
East, and in South Ameriist. immensely important as is this field, it 
lies, howtwer, so far oniside the area of our investigation that wo ran 
only bestow upon it a few passing gUtnem indicative (if its reactions 
upon tirivate capilalisui. 
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otherwise profitably employ agree to pool ” their capitals, 
so as to form a capital large enough for profitable use in 
some business which they select: they choose directors to 
represent their interests and to exercise a general control 
over the business, subject to their over-ruling in a general 
meeting of shareholders; the directors appoint managers, 
who are in command over the actual industrial processes; the 
supreme and ultimate contiol always rests with the body of 
shareholders, and the motive of the undertaking is to fur- 
nish them with the largest profit upon their capital. 

The formal structure of a company as a legal entity reflects 
this theory. The actual origin and working of most com- 
panies, however, is very different. A practical business man 
gets hold of what may be called “ a profitable notion.*^ This 

notion” may have a solid concrete basis in some actual 
business which he has been running on his own account, 
and which he thinks can be ‘*put upon the market” in a 
form to attract invc.stors and unable him either to escape 
from active business life with a large independent income or 
to remain in command with so much more capital at his 
disposal that he can gieatly inert'ase the net value of his 
property. Or the “profitable notion” may reside in somii 
patent of a new proce.ss of manufacture, the utilisation of 
some new source of supply, the opening of some new 
market, or, finally, in some new business organisation 
which, by “pooling” or ainalgainalion, shall effect economies 
of cost or control of market. 

Whatever be tlie basis of the “notion” the business man 
is concerned with its vendibility in the invostnienl market. 
In order to make it into a marketable commodity he must 
have recourse to the as.sistan<-e of general financiers who are 
dealers in “ vendible notions,” and arc able to put them on 
the market in such a manner as to tempt the investing 
juibUc into buying. Such a “promoter” will sometimes be 
himself a great capitalist, or will have intimate business 
associations with some great banking or finance company 
which is prepared to “ back ” the project by “ underwriting” 
shares. If the project be “sound” - either immediately 
vendible or industrially profitable as an interest yielding 
investment, the “ promoLer.s” will dispose of certain blocks 
of shares to other capitalists, and will participate themselves 
before putting it upon the oiicn market 
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The initial anangements will hn dominated by the desire 
of the “vendor” of the project and the “ promoter” to pro- 
cure for themselves the largest possible proportion of the 
profits which may accrue, either from the sale of shares to 
the investing public, or from the development of a steadily 
remunerative business in case the project is well fitted for a 
prolonged industrial career. If it is designed to work the 
Company as a profit-making concern, the vendors and their 
financial backers will commonly retain a sufficient propor- 
tion of the share-capital to enable them to keep control 
over business operations. In America it is common in the 
construction or reconstruction of Corporations formed for 
profitable working, for the promoting group to retain in 
their hands all or nearly all the ordinary shares, letting in 
the general public only as nioitgagors. In England the 
usual policy has been to offer to the public a large holding 
of ordinary shares, «as well as the bulk of preference shares 
and debentures, and to liust to the prestige of the directorate, 
backed by a sufficient support of personal holdings, to en- 
force the policy of the board. Such is the case in most 
British Railways, Banking or Brewing Companies — a wide- 
spread ownershi[> of the stork accompanied by a sufficient 
control of voting power by the directorate to give them 
command. 

In form, thcroforr, an economic democracy with an elec- 
tive responsil)le govLM’nincnt, tiie joint-stock <iompany is in 
most instances a close oligarcliy: the monetary support of 
the public is wanted but not their direction, Diffused 
ownership with concentrated control is the distinctive 
feature of the Ompany ^ so fitr from the investors choosing 
their board of dlrci'tors, the board their chairman, and the 
directors executing thi; will of the investors, the actual pro- 
cess is the reverse. 'J1ie chairman, probably the nominee 
of some big promoting capitalist, is given the po.st and one 
or two financial or ornamental supporttTs are put in as 
fellow-directors: this tiny group nominate the rest of the 
directorate and force their selection in the meeting of sliare- 
holders; having the initiation of the business in their hands 
they dictate the policy, retain despotic power in all vital 
matters, communicate to the shareholders what is convenient, 
conceal what is inconvenient, and resist ■ ' almost in every 
case successfully--attempts of a refractory minority, or even 
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majority, to question their conduct, or altLi the composition 
of the board. 

High considerations of industrial expedienry, if not of 
necessity, seem to n.-ciuira tlie maintenance of an efteetive 
oligarchy in the control of business, though at the snnie 
time requiring a widtT (listrihiition in the ownership of the 
capital engaged: this <*.vpedicncy of conccnliated control 
forms the lalional l)n**is of a finanrial power whirh, as we 
shall see, is liable to gn‘at and dangerous abuses. 

§ 3. ’’rhis “Company” stiucture of modem business which 
is now viitiiiilly in possession of the entire field of capitalism 
ill the mining, transport, banking, and large manufacturing 
industries has gi\cii rise to financial methods and interests 
requiiing further .study. 

'fhe lir-^t salient point in this study of the relation between 
modern finance and modern concrete industry is the figure 
of the ordinary investor. Now an investor is animated by 
one of two motives cither the desire to hohl stocks or 
share.s in order to get iivome from the profitable conduct 
of the bu'dnoss wliieli tliey repiesenl, or the desire to sell at 
a rise and so secure by a coh/> an atldilion to his capital, 
'file two inotiv(‘H arc In'ijiiently comliiiied in the same person 
and in relation to the same class of shares: some buy to 
hold, others to sell, an<I a large numher of men engaged in 
some S[)ecial hniiiness or other avocation are continually 
engagtsi in .sliiriing their investments, partly in order to earn 
higiier interest, partly to make profitable 'fhere are 

also classes ot men who, cpuiiing some special calling, 
virtually occupy tliem.selves in these more or less specula- 
tive aspects of investment, never organising any financial 
operation but opifrating through brokers on the stock 
markets. 

A very largii propmtiem of th<j welUodo classes who 
pos.se.ss some pr()pi!rty or have made some savings are 
occupied in investing them in busini'sses the nature of 
which they cannot really know, and the conduct of which 
they cannot as sharchohlcrs api»n:i;iably influence. The 
suckagii of niiw capital <UMnamU'd for the expansion of old 
industries and the establishment of new comes mainly from 
these clas-es of small and mid<lling invi'stois, who know 
little of the a<*tual \v<»rking of the financial system and can- 
not by their imhustrial action c'onlrol it What we have 
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hurii is in fact a great capitalist proletaiiat, who bear to the 
operators of finance a relation closely analogous to that 
which the labouring pioletariat bear to the emplfiying class. 
The ordinary investor, the small capitalist, must sell the use 
ot his capital, as the labourer must sell the use of his 
labouis, to some organiser of a business entcrpiise if he is 
to get any advantage' from possessing it Now, since his 
capital is evidently wanted to co-operatc with labour-power 
in actual operations of industry, it might seem natural that 
he should sell his use of capital direct to the same man who 
buys labour iiuwer, the entrepreneurs or managers of a busi- 
ness concern. In a simpler state of business this is what 
happened — the owner-employer iirivately hoi rowed money or 
obtained advances for the conduct of his busine.ss. But in 
the more develoj>ed business-form the ‘‘financing" !)ecome.s 
a function separate from that of business management and 
passes to a separate class of promoters, bankers, brokers, 
and other financiers. These classes art^ “middlemen" 
between the investor and the mtnpreneur or organiser of 
concrete industry, gathering up from countless sources the 
idle capital of the community, and directing it through the 
various channels of investment. vSiich men are the whole- 
sale dealers in “money” or fluid capital, and the private 
owner of capital must place it in their hands if he wislie.s to 
employ it. The “ terms ** he can get for its use, and the 
economic nature of the use to which it is actually put, are 
largely imposed upon him by the regulations of the financial 
system, similarly as tile terms of the employment of various 
sorts of labour are directly imposed by the rules or customs 
of employers and the technical exigencies of the trade. A 
large fraction of this garnered “ caiiital ” lies at an> given 
time in the iiosscssion and at the disposition of i)ankrrs, 
stock and bill brokers, in a fluid form, supporting the 
general volume of credit by which the operations laiying 
and selling are conducted in business, 'fhe rtfsl of it is in- 
vested in slocks and share.s ami mortgages, the owiicis 
receiving (or being enlillcd to receive) s( rip representing a 
<laim ii})on the capiUil value, of cejtain conr*rete business 
forms and on a share of their «'arnin|>/i. 

Kven in the siinjth'St form of (m inducting a small busiiutss 
on the safttsl ba,sis ihif elemeni of speculation exists. Op- 
portunities of extending the business, or of adopting some 



MODERN CAPITALISM. 


243 


new plant or machine, induce the business-man to bonow 
from neighbours their savings; or some unforeseen mis- 
fortune drives him lo seek a temporary loan in ordeT to 
tide him over the eni'-igenry; he borrows in order to make 
an additional profit oi to spiead ovei a longer period a loss 
which falling at a single blow miglit break him. In both 
cases there is a risk, in both cases he gives security to the 
lender by gi\ing him a moitgage 01 other lien upon his 
property, in both rases he trades on credit,” buying and 
selling goods whicli in part belong not to himself but to his 
creditors. 

The distinctive characteristic of modern large business 
is that this abnormal and occasional practice has become 
universal and perpetual, and that a large intricate financial 
machinery exist.s for operating it. Credit enters into the 
financial structure of tin* company iiusiness at its inception 
in the form of cajatnlisation : it enlers into the functional 
activity of the hu.simiss in the way of discounting bills, bank 
advances^ and other temporary h)ans. 

The wliole system is one of betting: not indeed blind 
gambling, but speculation in which foiesight and chance 
play jiarLs of varying magnitude. In the borrowing of the 
simpler business man the latter backs Ins skill and luck to 
produce and sell within a given time a .suiricient quantity ot 
goods at a sufllcient prici: to eimbhs him to pay back Ids 
loan with interest, at the .same time earning for himself a 
profit. Loth borrower and lender here evidently look in 
this ‘^speculation” to the probaliilily of [irofitable sales. 

What i.s truii here, reninin.s true of the more elaborated 
speculativii system of modern “creilit.” The finanoial basis 
of the wb(*le “credit” system is the estimate of “earning 
capacity,'* the ability of th(i actual business apparatus to 
market goods al such a rate and such a margin over cost as 
will enable a jirofit to be paid: the diseases or errors of th<* 
cr<*<liL system ;in‘ all attributable either to miscalculations or 
misreijnst.'iilations of this “earning capacity.” 

3 4 in hone.st company business, fdlhtuigh the form of the 
capitalisation is to atlriluitit a ^rparati; value to the tangibhi 
assets land, buildings, machinery, slock, <‘tc., and the* 
intangible asstas sueli as patents and goodwill, ilie real 
valualiou of llm assets is iipfjn earning capicity. If, as 
often htippeiLs, the tangibU: assets are valued at coat of 
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production or of replacement, the intangible assets can only 
be valued by their net proiJurtivity, which in its turn can 
only he estimated hy attrihuling to them all the capital 
value of the estimated future earnings beyond what is 
assigiiL^d as the cost or replacement of the tangible assets. 
Goodwill is indeed the elastic asset commonly used to 
stretch the capitalisation up to nr beyond th(i limit of the 
capitalised earning capacity. 

A sound estimate of earning capacity is thus tlie shoel- 
anrhor of honest finance in formation of companies. Hased 
partly upon a just actuarial account of normal earnings in 
the past, partly upon the probabilities of an expansion of 
profitaljle business in tlie future, it rh nves chiefly from the 
latter a large degree of uncertainly. Jn taking past earnings 
as a basis of calculation of future, eninings, even where past 
catuings are fairly computed, ji conscTvative financier would 
taki) into consideration the probability of new methods 
(»f production in the hands of energetic rivals a.s dis- 
counting the value of present goodwill and patents. On 
the other hand, where the object of the frinuation of a 
Company is to eslahli.sh a Pool or Trust or othiT 
‘^monopoly,’* it is legitimalri to take ac(‘ounl of this power 
to control the market and to hold iij) pnt es a.s a factor in 
I'arning-capac’ity. 

It is evifhait that, however ('urefully flnancid, a liirgc 
('ompany, wliother its putatiMJ earning capacity (Icpcnd. 
largely upon control of markets (jr ii]>on tlic f>rdinjny 
competitive weapons of organisation, patents, goodwill, (;ic., 
or even upon improved mmomic; of pnnluclion, is highly 
speculative in its present value. In ihc present stage of 
capUali.st devi;lr)pmfMit, wlum; new nations ato rapidly 
entering tlu! field of ctmipcHilive production, wliciro tins 
industrial arts ant shifting an quickly, and wlutre lU'W 
markets are constantly arising Irom an e.xtt‘nsion f>f com- 
munications and an expansion of wants, it is prol>ablit that 
this essential factor rjf speculation is growing larger, nindcr- 
ing It moHi diflicult lo forecast earning cajiacity wiih any 
dcgojc of accuracy. A wfdl e .lablishcd busiiu'ss, wiili ;m 
c\l)i'ii'.iv4t equipment of the best plant and an 4‘Xi'cll nt 
name, is liabl*! at any time b) Ini oul<*las‘.<’d by u rival with 
some new inncbim*, and to be oblig)sl lo ** scrap” its 
valuable plant or .s<»o its earning capacity or</e otil, leaving 
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its asbutb, tani^ihlii and intangible, quite valueless A 
famine in India may knock out the margin of his profit by 
lai&ing the piice and lestncting the supply of his cotton or 
other raw mateiial, a coal strike may .‘•top his source of 
power, a war in Clniia or a revolution in Argentina may 
destroy his market; with every expansion in number and 
variety of markets in which he buys and sells comes an 
increasing number of incalculable lisks, 'J 'hough some of 
these may be cancelled on the theory of putting one’s eggs 
in several baskets, the net result is to lender future earning- 
capacity less calculable. JiidoLd, the glowing variety and 
magnitude of these risks has hugely given rise to that great 
department of modem finance known as Insurance, which, 
by discounting and dislriljutiiig certain specific risks, such 
as loss by fire, Joss at sea, dishonesty of employees, etc., 
counteracis to some extent this growing incalculahility of 
future earnings. 

§ 5. 'rhe limits of the .sound and useful service of the 
jiromoters and linuimieis in Mmstiucting and in floating a 
Company aie now (iinte evident. They consi.st in a ju.st 
calculation on actuarial and other buses of the future 
earning-capacity of the busine.ss, its capitalisation upon 
the.se ha.se!;, and the distribution of the stocks and shares 
and their rnark<aing in forms most convenient to the 
investing jiuhlic, who are informed of the line nature of the 
busine.ss into which they put their money. An ngieed and 
recognisi’d rate of conmii.iuion for such work financiul 
construction ami proiiuafun, with a luither coiiiniissiou for 
underwriting, paitl either by the vendors or l)y the Omipany 
or both, wouhl he the gain of the [iroinoter and financier 
most conform.thle to reasonable business methods* f'lacing 
a business upon a basis where it can command more 
working capital and imire bank credit increases its com- 
petitive, and in some instances even its industrial, efficiency, 
and is entitled to payment for this service. 

But the actual operation of the poauctiT and fiuanciii in 
construction of ('ompanie.s and the iiulnu; of the gains 
which accrue to tluun art* not normally confined within 
these limits. 1’he vendors, promoters, and underwriters of 
a C^'ompany are not unnaturally given to <’alculating in the 
first place how nnich they individually and collectively can 
get out of the busine.ss enterprise, or in other words how 
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little they can leave to the oulinary iiivestinj; pnljlic whose 
capital they want to attract It is their piolit and not the 
interest upon the shares of invustorn that is the originating 
motive of most Onupanies, as we have seen. 

Now, they may take tliese profits in thieo diireront ways. 
By over-valuation of the eauiing cajiar ities of the varioiif; 
plants of amalgamating busine.sbes, of the patents and 
especially of the goodwill^ and other invisible assets, tin y 
may bloat out the capital value of the f !»mipany to the 
utmost, distributing among themselves in vrmlois' and 
promoters' shares and in other jiayinent.s as much of tin- 
more vendible stocks as they <'an com i al, substituting in 
this capitalisation the considcralion of imnauliate viit 
dibility for future earning rapacity. So far as they can 
succeed in raising the iniuu:<liate market value of the 
stocks they have allotted to thisinselvfs fi/r ,servi<*eK or 
obtained by the ordinary method of .subscription, it will ha 
to their interest to unloail these stocks upon dm market 
before the inflated ca[dtal{sati<m of the matket i.s cflectivtdy 
exposed. 

A great dual of ** bogus '' (‘onipany promotion and even 
of more substantial promotion f)r fannly Imsinesses and oi 
combinations is jirimarily motived by tim <lr.in* of tli»i 
financial promoters to s<’oop oul the whole vidinf ot the 
Company by this method of e.xtKMiion, whieh shtill leave 
the swollen carcase to shrivel to its meagre nnprofitalde 
dimensions in the liand,s of deituletl inve.stors. 'riie arts tif 

' “This goodwill is chiefly a capilidwatiou of the diiti nod.tl .o!' 
vantages possessed l>y lhi‘ seveiul conccifn.H nn r<»iri|>etitm.s 10 
and is for the most part of uo use for ittlior th.(it tMiupeiitivi: laiiiiirw* 
ends. It lias ft»r th<i ukhiI part no agi;n'i;al«' industrial thi rl* 'J’hu 
dilferentul advaiitagrs piMsessecI hy tiisiiu v. (‘oureras as rpaiipt»iU(«\ 
disappear wlicn Ihr eompetilois arr tiictgr<l in the di^grcc iu wldih 
thiiy cca.se to coinpde with rival htddn 1 for the same range i>f huMness. 
To this ugipegate defunct goodwill ul ihr n/iuioHilaled rour<-n»s (which 
in the natuic of things can make only an iuuigiu.try .igi'.n galcj i.s a>h)eil 
something in the way of an nwicuicnt of goodwill h^^lt.ngiiig to the 
new coriioration ns such.”- Vt-Men, of f Hunm 

pp. 12(3*7. 

(So far, however, as goodwill is ev|u<*sHca in tciius nf ‘‘credit," lliis 
consolidatiwi may create a value of goodwill larger than the cata i-Hed 
guodwill of the awialgtimatini' units : the crwlii of the new corrHirfliioij 
may be greater tlian the addea cmlita of tire oh! oikm. Thin VeUen 
aUmi IS, p. iCiiuutc. H.) 
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drawing a piospecLus and of ‘‘making a market” are 
devoted to the single end of i)io£lucing a tempoiaiy boom. 
Improper ai’eountam y misrepresents tlie value and the 
past profits of the bu.siness that is incoipoiated, expel t 
engineers, chemists, r-ir., aie paid to over-estimate the 
|)rodu(:tive and profit-earning capacity of the mines, 
machinery, and other plant acrpiired by the Company; well- 
known business names, and in Clreat Ihiiain politicians and 
titled personages, aifi [iroenred for the directorate; the 
bright and solitl pn^speels of the business are set out with 
ronsunimate lileiary skill, every present defert or future 
lisk caiefully roneealeil ; the wlndc glamour of the pro- 
position is suddenly fla.shod before the Ihce of the confiding 
public by a parade of full i»ago advertisements. Any 
sluggislme.ss (u susjjicion of the investing public is over- 
come l)y making a market, the promoters manipulating 
prices by eullusive dealing on the rnoikel, until the outside 
investor is lured on to buy. 

The motivii and flTefrl of llu'.se financial arts are to create 
a false confulence on the part of the ordinary capitalist or 
investing public whiHi ex[iroHSes itself in a tenipuiary boom 
of walcretl storks, * 

'fliis of <.our.';f» dors not exhaust the fun(:tion.s of the 
prt)nioUT, cspt:cially whom an amalgamation or the forma- 
tion of a “ tiust ” is tlie (object of the T^jinpaiiy. Here there 
is niurh si'ope for slralrgic work of a prejiaialory naturi" 
rival iiilrrests must hi* I'used upon terms advantageous to 
the trust makers, with much ujuj of bluff, intrigue, threats 
brilies, and artual processes of “Iree/ing out.” Whei 
strong businesses “stand out” tlu‘y can often obtain an 
exorbitant price for consenting to come in, and this exor- 
bitance is a large factor in the ovor-capilali.sation of the 
(^)mpauy.^ 

'rhis formal over (MpitalUation or statement of the earn- 
ing cajiacity of tlie (Company in an excess of shares, would, 
however, b<s comparatively Uarndes!* (and iiseless to pro- 
nujtrrs) unless t!ie processes of over-valuation were con- 
rcaliub Wiien this over-capitalisation, attended by a sale 

iiillaled stock by the promoters, takes place, the business 
is of course one of (organised deception^ that of a profes- 


» Tiiv Aikuulc Siii|n>iug Combine well illustrates this point. 
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sional dealer palming off a shoddy or adulterated article on 
to an ignorant amateur public.^ 

While this fraudulent method of flotation is only too 
common a practice of professional promoters, profits of 
company formation are not confined to this OTi;v’n. Even 
where the vendors dispose of the great majority of their 
shares it does not follow that the piofil they extract involves 
a deception of, or a loss to, the investing public. Where 
the new form of the Company represents a real economy in 
production, marketing, and credit, as compaicd with tlie 
older business or businesses, the promotion creates an 
actual fund of gain which the vendors or promoters aie 
able to take while selling to the public sliarcs which are 
genuinely intercbt-beaiing seeuiiLies. \Vliere for private 
reasons of convenience a family business is converted intt) 
a public company, tiio promotion ha.s often been conducted 
withuuL deception, the vendors lealisiug in shares lield or 
sold a substantial profit fnim the supuiiunty of the new 
over the old business form, Uut where it is possibhi in 
modern business life to make a large additional gain within 
the limits of legality, it is generally made an<l a profession 
is founded m order to make this sort, of gain. Hence a 
larger proportion of modern Company promotion is initiated 
by professional promoters who are not primarily concerned 
with the gains which rejirescnt le<;hnical im|»rovemenls cd’ 
the Company structure, but with the gains got from an 
ailificially produced vendihility of shares, 

S 5. Most financiers or money dealers, however, are not 
chiefly engaged in promcjting Ounpanies, but in gettin,' 
profits from handling the stocks and shaies upon th(j 
maikct. As in Company construction so iiere the 
business rests on a real foundation of utility or pro- 
dmaivity. 'fliis utility consists in using skilled fore- 
sight, HO as to direct the flow of industrial <HijMtal into 

^ Foi siiiipliriiy we have assumed that the clem (ml 

of llie <Jnn»iKiny altur a fiisl miIon<Iiii;i of their shares upon an aililn i.dly 
uill.ilt*rl nuuket. Often it is cpiite otherwise; they rrfuin a sullu iriit 
cnnliol over the ordinary shares to eiiulilc them, aftn the ilimiiMiiy Im, 
fuileil imd j»f)ne into litpiiiUaion, toa,suuii: Uie task ol o‘t‘F»iNnu‘lum, 
dwiiiif, which they cun freeze (Uit the suiviviiig intenr .ti, of ouldilcrs 
and eilher sirure the leul assets of the recuastuicted cotupany for 
l^jofiluhle ludding, (»r jilay anew the funner game of unlnading inflalod 
Aharos U[H)U u newly-iuade inuiket. 
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the most scTviccahl'j industrial channds. For the rises 
and falls of otu(’ks and shares, so far as they are 
natuially inducetl, and rest upon sound business informa- 
tion, aie the financial madiincry directing the creation of 
the vaiioiis quantities of concrete capital ruquiied to co- 
opeiate with labour in the most efficient working of the 
various industrie:-.. *J'hc really useful skill of stockbrokers, 
billbrokeis, bankt^rt, and other financiers who handle stocks 
and shares, buying or aelling tliein, discounting them or 
advancing inoniiy on their mm uiity, consists in intimate 
knowledge of the industrial ami commercial facts that give 
value to the piecfS of paper which they handle — in other 
woids, a knowletlge of the relative strength and weakness of 
the vaiious trades and of the particular businesses which 
operuto in them. It is their function to stimulate and 
direct the iUnv of < redit, and through credit of actual indus- 
trial powcT, from iailiiig to thriving trades, and from ill- 
ordered aiul iiniirofitablo to well (jrdured and profitable 
bushuissetc 'fo assist in putting capital where it is most 
wanted is thus the social function of these orders of 
liiuiiuiiers, 'I'he performam'c of this work requires not 
only largi*. and ac(‘uraLe knowledge of facts, but high 
ipialitit‘.s of ( onibiuaiion and of constructive imagination 
in inttfrpretinj', the probable course of future movements. 
Dealing in the uumI in(d>ilo, changeful, and divisible forms 
of vemlible goods, the uion<7'markct is of all markets the 
most complex and at tlu* .same time the most unified in its 
slruiitmc, and it admits ol a higli order of specialisation. 
(lronp.s oi brokers or linanrivis atUu’h ihcnmdves to par- 
ticular classes of stocks, the classificaLiun Ijeiiig partly 
local • South African mines or American railroads. 

'riiis ^MegiLimutti" ))UHine.s.s of this finance is to opeiate 
the mar:Iiiiu*ry for Uie di.sirilrulion of cai)ilal by accurate 
n*gistiafion and calt illation of price-movements. Since the 
limits of calculation are often very iiairow, the element 
of or spei ulaliiai umsL enter in as a necessary 

ini'redicnt of the busiia so far a:« any individual operation 
hi coiiectncd. but while the ignoxunce of most uinatenr 
invtrslot.s ('oiivials their invti*>tments into mere acts of 
gambling, the profi'Shioual financier is not properly a 
gambler. When he departs from “legitimate” finance it 
i.s not piiinarily to gamble but to luuuipulale prices, so as 
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Lo (issibt Ins calculations. Instoail of mciely predict! 
price-changes he endeavours to produce them. If he is 
able in any way to cause and to regulate fluctuations of 
prices in any class of securities, he can buy at the bottom 
and sell at the top, an obviously advantageous method; if 
he can sit foi .some time upon a class of slocks, rocking the 
values up and down at will, he may be able to extrart fiom 
the ordinary investing puldic a larger quantity of money 
than could be got \)y any single mip of Company prcj- 
motion. Any group of financiers furnished with laige 
enough lesoiirces may fasten upon a stock, using it either 
to milk the innocent invesLing public by preeonfjurlccl price 
movements which deceive them into buying ami selling at 
a loss, or lo coiner the stock and squeeze other finaiicicib 
njt ‘*in the know” liy foiciiig them to ljuy stock at 
monopoly piicc.s in order to iulfil their engagements. I’lil 
tlie financiers, who are thenisclve.5 promoters or ilnfciors 
of a Coiniiaiiy and have retained large blot:ks of shares, can 
play this profitable game at a great advantage. Insleacl of 
over rapitalisiiig a ( Company at construction and clearing 
out by a single ml of “unloading,” they may nMain their 
shariM and use tliein for wlial in eapliL‘ini:.liraIly ternierl 
“ .s[)(M'ulining” on the bonne, but what is in nality itn 
ilteniale ‘^ligg.ing and depie-.sing r»f pri»*i*‘,. ’ or 

,‘arly at'u‘fis to infoinKiiion ai:r«iiii' ilu* m oi 

price's gives lln in their fust advanliine ; lliii; ihry may 
supplement by manipulating public opinion tliiitu;di tin: 
press; linally, their financial jiosilion ami ronliol of move' 
nu'nL.s enables them more eifectively than out.siders U) bull 
ami bear the market. An inliinsically unbound busiuess, 
with incalculable or iluclualing assets, best lends itself to 
such rqierations. A classical example in modern hn;uu*(* is 
the South African (Chartered Company, a wildly spettuiutive 
venture of such nuignitude and suptirhcial pos.sibilities, so 
well adapted to polituual and sentimental apprul.s, as to 
enaide its <Tafl> organises to plan and c.xecule prici: move'* 
inents of enormous range, "riie advrurageii enjoyed by 
fmancitss 'Mn the know” are \vell illustiated by the recr>nl 
of the holding of flliartered Shares iiolore and after the 
Jameson Raid by Mes.sr.s\ Rhodes, Reil, and their 

intimates in South African finance. 

'rirese operations of fnianders in managing the phiy of 
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mobile stocks resembles the keepin;.' of gaining tables: from 
their standpoint il is business, from that of their clients it is 
gambling; undui normal cii aimstanccH and in the long run 
there is little lisk for them — they must win, the amateurs 
who play with them must lose. 

§ 7. The skilled financier, wlio makes large gains by 
‘'speculative*' business in floating companies and planning 
coHph upon the Stock Exchange, desires, if he letains any 
“conseivative instinct,” to possess some substantial, profitable 
stake in the wnild of finance, some considerable investment 
in real estate 01 in legiilarly ri*muneiative businesses: such 
holding suhsliintiates Ins credit, gives him social position 
and respectability, and so assists his speculative operations, 
besides furnishing a soft bed on which to fall in the event 
of suini* knock-down blow. The master of iiioclcrn finance 
docs not therefore use all his resources in speculative busi- 
ness, nor does he find it to his interest to impart mobility 
to evi*ry f(;rm of investment. In his career he enjoys cx- 
rcptiotiiil op[)ortunities of making 01 discovering genuinely 
prolUalihs investments based upon the ccmtrol of rich natural 
resoiirct**; or other jimtcctive support, ^rhe direct r)is of the 
Standaid Oil 'I’lust or of the East Rand Mines or Do J 3 eeis 
do uni “gamble** with such stocks, nor do they let out of 
their hund.s at any time (he control of these profitable busi- 
nesses; they only s|K‘eulate witli the siuplus gains which 
spiing from sui’li “monopolies,” and with the cumulative 
jaolits of their well-direi tetl speculaLions. 

'Pluf finam'ial I'las:., then, as di.stniguished from the main 
Itody of eapiudisi.s or amateur invcslnis, grafts upon its 
legitimate, and u.stiful function of deteniiining and directing 
till! most productive flow of capital, three methods of private 
gain, each of whii'li is a corruption and abuse of its true 
function. 

Planning and promoting (knnpanie:! liased, not upon 
economy ot imlusitial or lluancial working, ljut upon an 
aiLliilly cnbanci'd vendibility of sharen, they eau.se a waslr? 
of general eainUd by obtaining an excessive subsciiption to 
the (kjinpany aiul diverting the exce.s.s into their own 
jjuckets, thus imparting insecurity to otherwise .sound 
buhine.s.ses, damaging their credit and impeding their pro- 
ductive opeiations. 'Po this waste must, of course, be added 
the injury wrought by floating “ bogus ConJi>aiiies which 
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have no actual foundation in the business woild; the wide 
prevalence of these criminal adventuies not only wastes 
capital, but, dislurbin^r public confidence, furthei impedes 
the easy, natural flnw of capital lhiou;^hout the industrial 
organism. 

Ci eating or stimulating fluctuations ol prices in order to 
tuntiive coiners or to practise conceited coups is an even 
more injurious dislocation of the social machinery of finance: 
it is a fnlsificati(»n of the automatic register of values ex- 
pressly designed to determine the most jiroductive applica- 
tion of capital 

iMiially, the creation, absorption, and supreme control of 
the most profitable forms of natural monopoly aiul other 
abiioimully iirosjierous busines.sts iinpail a strength and 
solidity to lire new financial oligaichy wliicli enables it to 
fasten its hold still more fliinly on the necks of tlie prole- 
tariat of cu))itul, who thus, cut off mt)re atxl moiii frmn 
secure investmtints, are driven into the “gambling hells’’ of 
speculative slocks and shares kept by these masters r»l 
finance. 

'rhe multitude and magnitude of these inteifeien(‘es witli 
the delicate adjustments of the financ'ial mat hinery ilirecLing 
the flow of capital involve other indirect consequences C)1 
impoitiince. They inijiart debility and iricgularity to llir 
actual processes of pniduclion and of commerce under the 
new order of capitalism. The business of a (Jompany wiioj. - 
btt)ck, over aiipreciated upon construction, is allowed afU i 
wards to slide, or is made the sport of gamblers who loss it 
up and down for private financial purposes, is rendered 
insecure; the actual How of capital into it, plundeied at the 
source, is iusuriicient lor its lull expansion, attempts to 
“suppmt the markiit” by earning gi)od [iiofils lluougli 
economy of “costs” or other unsound biisiiuiss finuuee, 
drive the (Company into difiiculties, force it to cull up inoie 
of its capital, weukrming its genetal m:dit, while spiMual 
emergencies impel it to seek ndvam^es from banktTs and 
other accommodations. 

8 8. From the financial standpoint the whohj of the economy 
of large-scale production, and in particular of joiiithto< k 
enterprisi^ may be summed up in the sing, hi phmse, i idarged 
credit 'Hiis credit, however, is not merely diawn from the 
investing public in the form of subseriiaicm to its stocks 
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and bonds: the “capital” thus created is also a basis for a 
more elastic sort of credit required in the actual running of 
a modern business. Jn order that a business may make it*? 
maxinuim earnings it must secure the quickest turnover and 
the largest volume of business. This expansion of the rale 
and volume of actual business involves the use at certain 
limes of a fur larger amount of “money” tlian is actually 
owned by the Company: the Company must buy more than 
it can pay for in cash, and must obtain from elsewhere the 
purchasing power. It is tlrivcn constantly to increase its 
liabilities and to discount its bills. In other words, it must 
have recourse to bank credit, using its actual capital, visible 
and invisible, ns collateral security uiion which to obtain the 
use of a far larger amount of credit Although interest or 
discount must be paid for this bank credit, it is obviou.sly 
profitable to use it .so far as the increased volume of bu.si- 
ness thus made possible yields a margin of profit in excess 
of the rate paid to the bank for “credit.” Since any firm 
which employs this command of credit to the full has an 
advantage over another firm which does not so utilise it, the 
impulsion to its full employment in competitive tra<l<i 
becomes evident. “Under modem conditions,” writes 
Professor Vcblcn,i “Inisiness cannot profitably be done by 
any one of the competitors without the customary recourse 
to credit. Without the customary recourse to credit a 
* reasonabifi ’ return could not be ol)laine‘d in the invest- 
ment.” 

but where businesses are normally worked upon a basis 
in which cnnlit is strained to its utmost, it is clear that any 
almoinial ocr-urrencc causes trouble. Where in addition to 
the risks to which all industries are more or less exposed, 
from natural accidents, political changes, labour conflicts, 
etc,, opt^vitions of fiminciiirs upon the stock and produce 
markets are taken into account, we perceive that businesses 
using their nmximitm cnalit must come more and more t(» 
lean on “hanks” and “finance companies.” ICven wlierc. 
businesses ant not devclopcul in the fullest form of capital- 
ism, the frerpienl recourse to bank credit plays an important 
part, and it is ehiarly seen that in all “cajiitalist” trades 
the t>rivate business, or the “unlisted” company whos(* 


» r. 99* 
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stocks are not freely negotiable, stands at a great disadvan- 
tage for all purposes of expansive trade, through its inability 
to get bank-credit upon easy terms. 

Looking at the matter from the other side we perceive 
that bill discounting and temporary advance to business 
firms form an evei -growing part of the banking business. 
Where, as in London, bill-brokers form a distinct class 
dealing with the better sorts of paper, they are chiefly 
financed by banks. The large profitable business of modern 
banking consists ever more largely in selling short pieces of 
“credit” to business firms. It is necessary to any com- 
petitive firm to buy this “credit,” and the price it has to 
pay may not seem unreasonable. 

The bank loan system is rightly regarded as a natural 
adjunct to the financial structure of the joint-stock com- 
pany, part of a financial system for applying capital at places 
and at times where it may be most productively used. A 
sound working of bank loans extends the actual business 
operations of firms which can obtain such loans, and since 
ceUris paribus a competently conducted firm will more 
readily obtain such credit than an incompetently conducted 
one, the net result is to enhance the general efficiency of 
the industiial system.^ 

When full account is taken of the double part played by 
banks in financing companies, first as promoters and under- 
writers, often as large holders of blocks of shares undigested 
by the investing public, secondly as money-merchants dis- 
counting bills and advancing money, it becomes evident 
that the business of the modern banker is largely that of 
the general financier and that the financial dominance in 
capitalist industry is exeicised in great measure by bankers. 

1 Professor Veblen appears to hold that no considerable net increase 
of industrial^ productivity accrues fiom this use of credits. “They are 
business capital only; they swell the volume of business as counted in 
price, etc., but they do nut diiectly swell the volume of industry, since 
they do not add to the aggiegate material appaiatus of industry, oi alter 
the character of the processes employed, or enhance the degree of effici- 
ency with which industry is managed” (p. 99). Hut this is only true 
on the supposition which Professor Veblen appeals to make (p. 98) 
that an incompetent manager has an equal access to sucli “credit ” wuh 
a competent one. Suielythis is not the case. Hank ciedit tends to 
put more actual industrial power in the hands of the more comjiclent 
and thus to “enhance the degree of elficiency with whidi industiy is 
managed.” 
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The general si)read of the use of banks in all business 
roram unities makes liankuis the holders of all the margins 
of uninvested savings and other moneys not in immediate 
use. It is this fund of deposits that furnishes the credit” 
which the banks supply in floating and financing com- 
panies- Not only do they paiticipate in ihe legitimate and 
illegitimaLe piofits of company promoting, but the intricate 
relations which subsist between industiial companies and 
particular banks enable the latter m many instances to 
squeeze the foimer in the price paid for ciedit, though there 
are other cases where a bank, having become deeply in- 
volved with a company by pawnings of the company’s 
share or debenture capital, or through excessive advances, is 
itself squeezed by the company. Weaker companies, how- 
ever, which, by ovcr-capitalisalion, incompetent management, 
or misfoituno, are often in need of temporary assistance, 
become bond-slaves to a bank, which is not only able to 
extort exorbitant prices for its services, but can at any time 
by forcing the company into liquidation gain possession of 
what really valuable assets it contains. Kecldess or dis- 
honest construction of companies, weakening the financial 
structure at the outset of its career, obliges a large amount 
of modern business to pay heavy toll to bankers for “credit” 
which costs dearer in proportion to its urgency. 

This brief study of the finance of capitalism makes it 
clear, first, that a complex financial machinery is essential to 
the delicate adjustment of modern industry; secondly, that 
this machinery operated for private profit can often earn the 
highest profits by causing industrial dislocation and mab 
adjustments. 

§ 9. As “credit” becomes more and more the vital force 
of modern business, the class that controls credit becomes 
more powerful and takes for itself as “eainings” a larger 
proportion of the product of industry. If, however, “credit” 
were left to the free competition of a large number of bankers 
and financiers, this control would not imply mastery. In 
order to comprehend the power of finance we must look a 
little closer at its structure. In no other business operation 
is the advantage of a large over a small capital so obvious; 
nowhere else is the force making for concentration of busi- 
ness so evident. If any limit exists to the “law of in- 
creasing returns ” in banking, insurance^ and finance, it is 
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not easily discernible Great operations of public or 
private finance, the floating of public loans or great 
industrial combinations, the contrivance and executions of 
great movements in the stock and share maikets, can only 
be conducted with the suddenness and secrecy which are 
requisite to safety and success by financial businesses of 
the first order of magnitude. Great businesses alone can 
stand their ground against the larger shocks to the general 
credit of a nation, or can rely upon their political influenr'o 
to secure governmental aid in cases of real enicrg<incy. 
Thus it arises that a large proportion of the most profital)hi 
business of financiers is never exposed to effective com 
petition, and the prices they receive for their sorvict;s are 
“monopoly’’ prices; either it is business which they 
initiate and organise and for which they charge “what the 
business will bear,” or it is business whose size and dcliraf'y 
forbid close bargaining, or finally it is money-limding in 
which advantage can be taken of the urgent needs of ihe 
applicant for loans. 

Although no statistics arc procurable, it is t'tirlain that 
the profits of ‘finance” form a constantly increasing loll 
on industry. It is also probable thal this toll an<l tluj 
control it rcpiescnts are concentrated in a few luincls. 
Though the diffused ownership of capital makes a liir;,!: 
number of persons smill participants in the piolits of 
finance, these gains of ihe small invcslnr an; kept at ri 
minimum by the applic ation to lianks and finance companirs 
of the methods of company consliuclion abovii dest;ril>ed. 
The share of the proletariat of caiiitalists in tlie lua gains of 
financial business is very small as comparcfl with that of tin; 
magnates of finance. 

In parts of the world where economic conditions are 
most favourable to the rapid ripening of finana*, wtt jmrrcivti 
the actual wielding of great massiis of concentrated “credit” 
by little groups of financiers in ways which tenable ns tr) 
appreciate the significance of this most important prodm^t 
of iiHjdein capitalism. That the concerted action of a 
small number of banks and financial companies in New 
York could produce the panii- and the; di'pn‘ssion which 
swept over the United Slates in 1803 was an esniy manh 
festation of a power which is now stronger ami more clo.S(‘Iy 
organised. 
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A strdy of the origins and careers of the great American 
financiers discloses three chief sources of financial power; 
railroads, industrial trusts and banking, and the union in 
the same hands of the control of these three economic 
functions is an instructive testimony to the nature of the 
new power. The railroad kings and the great industrial 
trust makers are drawn by economic necessities into geneial 
finance. The control exercised by American railroads over 
agriculture, irrigation, mining, city development, has led 
railroad men into the promotion of all sorts of business 
enterprises more or less dependent upon railroads; while 
the tortuous fmanrial history of most roads has necessitated 
a constant recourse to the general machinery of finance. 
Though the same is not equally true of the man who makes 
his pile by the successful operation of an industrial trust, 
another economic necessity drives him into general finance. 
The profitable management of a trust depends primarily 
upon regulation of output, which involves a limitation of the 
employment of capital. It is thus impossible hypothesi 
for a trust-maker to find full continuous employment for the 
high profits he makes by extending the plant and working 
capital of his own business ; such a policy would be evidently 
suicidal, lie mu.st look outside liis own business for fields of 
profital)le investments for his profits. If he occupies himself, 
as sometimes he docs, in organising other industrial trusts in 
businesses relnlerl to his own, his success yields new profits 
whieh must .s(;c‘k t‘niployinent further afield. Thus the 
profits arising from spmfic monopolies in the transport or 
the manufacturing world ani logically forced into the more 
general regions of finance. They form a large and a grow- 
ing fund of free capital which naturally associates itself with 
the free funds held by bankers, and operates by the ways 
we have descril)(‘<l in fastening a general control of finance 
upon business that enables the financial class to extract a 
larger share of the general wealth. Ho trust-makers such as 
Messrs. Rockefeller, Rogers, 1 lave meyer, and railway men 
such as Harriuian, Clould, Depuw, or Vanderbilt, be- 
<tome bankers or <lirector.s of in urance companies; while 
bankers like J. \\ Morgan organise steel and shipping 
comliines and .sit on a number of railroad and industrial 
directorates. 

'Fhe following tabic illustrating these transverse business 

n 
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affiliations was drawn up by Piofcssor Mcyer."^ “The 
names,” he adds, ‘^have been selected at random and the 
table could be extended through hundreds of names/’ It 
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Alexander, J. W. ... 
Babcock, S. D. 
Baker, Geo F. 
Belmont, August ... 
Cannan, H, W. 

Cox, C. F. 

Depew, C M. 

Fish, Stuyvesant . 
Gary, E. H. 

Gould, Geo. J- 
Harnman, £. H. ... 
Hyde.J. H. 

Lamont, D. S. 
Morgan, J, P 
Rockefeller, Wm. 
Rossiter, E. V. 

Sage, Russell 
Schwab, C. M. 
Stillman, J. 
Twombly, H. McK 
Vanderbilt, W. IC 


represents the number and kind of companies in which 
certain men act as directors or officials. 

Or we may take the case of a single great tiust, the 

^ American Been, Ass 7 u Report^ 1904, \\ lit. 


(From Directory of J^i 7 ‘ectors for l<lew York^ 1902* } 
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Standard Oil Company, and watch the necessary affiliations 
that it forms. For five yeais past the Oil Trust has 
yielded dividends averaging forty-five million dollars a 
year, or nearly 50 per cent on its capitalisation. Probably 
one-third of this goes into the hands of Mr. John D. 
Rockefeller and 90 per cent into the little controlling 
group. “Consider,” writes Miss Tarbell, “what must be 
done with the greater part of this $45,000,000. It must 
be invested. The oil business does not demand it. 
There is plenty of reserve for all of its ventures. It must 
go into other industries. Naturally, the interests sought 
will be allied to oil. Tlicy will be gas, and we have the 
Standard Oil crowd .steadily acquiring the gas interests of 
the country. They will he railroads, for on transportation 
all industries depend, and besides, railroads are one of the 
groat consumers of oil prorlucts and must be kept in line 
as buyens. And we have the directors of the Standard Oil 
Company acting as directors on neaily all of the great 
railways of the country — thf‘ New York Central, New York, 
New Haven, and Hartford, Chicago, Milwaukee & St. 
Paul, Union Pacific, Northern Pacific, Delaware, Lacka- 
wantta W(^stern, Missouri Pacific, Missouri, Kansas & 
'I\!xas, B<).ston & Maine, and other lesser road.s. They 
will go into roppcjr, and we hav<i the amalgamated scheme, 
'Phey will go into steel, and we have Mr. Rockefeller’s 
enormous lu^ldings in llie steel trust. They -will go into 
banking, and we have the National City Bank and its 
allied institutions in New York City and P»oston as well as 
a long chain running over the country.” * 

The central ganglion of the great finanr ial system of 
which the Standard Oil (?o., the United States Steel 
Corporation, and the “ Big Four” Railroad Combine ate the 
main industrial arteries, is the National City Bank and its 
connections. 'I’he National City Bank is the creation and 
the direct finuiifdal organ of the Standard Oil Company. 
Kotir National City Bank direclons sat (1905) as presi- 
(hiit, vice-president and trustees on the board of the great 
insurance company the “New York Ufe”; its vicc-presi- 
d<‘nt was a trustee of the “Mutual Life” of New York, 
while another directed the KtiuUable 'Prust C:o, and tlu* 


* “ nbl<»ry of the StumUrd Oil Tru.st,” Get, 191^. 
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MLTcantile Trust, wbir.Ii iiri! in [kuI nwm*.! by tlie 
Equitable Life. 

On the directorate of the United Stat»:s Mort;»a|:t* nnd 
'IVust Co. were eight trusteen of the Mutiinl Life jind two of 
the Equitable Life, while on the Guaranty 'rru'-^t dm 
snt the IVesident of the Mutual Life, Mr. u\' ii»e 

Standard Oil and the Mutual Lift*, and *Mr. E. 11. nurriinan 
or the iMerrantile Trust and Rqiiitalilo 'riiist* T’hi.s < luster 
of life insurance companies, owniiij^ probably more limn half 
the combined assets of insurance in America, and ul'liliatt^d 
throti,L>h their directorate and their inve‘.slin(:nl‘i witli a 
nuinher of trading banks and trust (‘omi}>anit!.s, represented 
a huge solidarity of ** credit” c<mLrollcd ftenn a f'oninum 
centre by a tiny group, and directed now to the formation 
of a Steel or Shi[)ping Combine, no^v to the cmlargcnnmt 
of a railroad system, now to some huge deal in Amalgatuahnl 
Copper. 'I'ln*. triangle of forces in American capitalism, 
rej>rcsented by railroad amalgamations, influslrhil trusts, and 
banking corporations, tends more attd more to assume the 
shape of a purely financial i)Owev i a mass of credit directed 
to any point of thti economic system where it is njquircd to 
force an industrial combiriatiou, to finance a mining <iv 
railroad cou/*, or to crush some ihretilencd invasion upon 
one of its *‘.spliere.s ol inlluence” The main stress of its 
recent application is toward.s a strengthening of its Indd 
over the railroad system of the country, which it rightly 
regards as the best means of securing a permanent control 
over the natural resources and the industries of the 
country. 

'Ihe solidarity of financial interests which has been 
described is of course far from complete:^ at many points 
it represents an alliance, informal and lenqiorary, not a 
fusion. Moreover, this credit-mass wielded for many Cf>m- 
mon purpo.ses by Mc.ssrh. Rockefellitr & J. P, Morgan is 
often confronted by other alliances of credit which it must 
fight, in Wall Street in the Legi.slature and the Couit-s. In 
the railroad, the banking, and the industrial world; thtj 
siiirit of combination bubbles up in many places into 

* The Anifiican correspondent of the Ecommist (quolril Kaffalovieh, 
p. 143) in i^oi named five llnanciers- -John I), Kockvtrller, K. Harri- 
man, J. P. Murgan, W. K. VaiidcrluU, and ticorge Uoukl as possu.s.sing 
amongst them a fortune of 800 million dollurs, and representing witti 
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financial shapes seeking expansion in alien enterprises where 
they meet opposition. Though the financial combination 
<lescribed above is all powerful over certain areas of in- 
dustry, transport, and finance, in others it encounters stout 
resistance; even in its component companies there are 
many cross-currents of inteiest, and strong temporary unions 
of other credit forces can sometimes be formed for some 
concrete purpose of attack. 

A supreme control over the financial machinery of a great 
industrial community is not practicable save by securing a 
firm control over one of the main arteries of the industrial 
body. Even the close monopoly of so important a rom- 
niodily as oil is a quite inadequate basis: nor does steel 
admit of a sufficiently absolute dominion. Control of the 
mam highroads, the railroa<l system, is the i^nly practicable 
means of attaining full financial supieinacy, and to that end 
tlic most powerful group of Aineri**an financiers is evidently 
looking. The fight for the railroads is the most urgent 
issue in the economic evolution of America, Jliit the main 
and ultimate object i.s not the power to levy tolls upon the 
transport industry, 1 ml to obtain a fultrum sufficiently 
solid to enable them to work the lever of finannial 
supremacy. 

S 10, One other aspect of the finance of capitalist concen- 
tration demands attention. A trustor other combine cannot, 


ll)i;ir iilliri a cunttol ri{ Suorj milium ilulliii:. invuslvil in taiho:wV., baiiK.'.t 
mill iiulustrinl bu!>iiu:,ss(:s out of ,1 lulul oI i7,ocx> ciiijiloytul in tliL'.u 
litaiiclius. He gtoupeil them as follow 
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smaller ligme for the eapiud of Imlu-, trial Tiusts, the Stee l 'I’lusl not 
dien being ronned. 
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it is pointed out, find room to ir.vobL its profits within the 
‘'trusted” industry: it must go outside. Tiii'se pudits pass, 
as we see, into general finance, and are thence dii-tjcttnl into 
forming and financing other tiusts and huge l)usinesr.f*.,. 'rhiis 
the process of cencentration and consolidaiion ] incccils 
apace over all those industrial fields where caiiilahsl iiiethfjd'; 
of production prevail. Hut if a single trust (‘iiniiDt usidully 
absorb its piofils, neither can a gioup of trusts, n'ht; 
movement, therefore, sctiins to be atleiidctl by a gn»wing 
restriction of the field of investment. Thus Uu'il* i.i a grow- 
ing natural piessure towards the aaiuisition of niarkels (nit 
side the present area of mimepoly, in Aineri(*a, the nali(tnal 
tariff-protected maiket. The fiuils of this ]>rcs.surc arc 
already visible in the economic ])o]iry of the AnuTiran 
tiusts, in the shape of a demand for laigcr oxternal oulhls 
for their goods and their investments. \\ ithoiit siirdi outlets 
the “trust” movement is ultimately suicidal, larger and 
laiger masses of “profits” will be annually i‘arnc(l which 
cannot be put into the trust machine ami find iinv 

other profitable use. This “free” capital will cither tend 
to pass into the hands of businesse.s which would attack the 
trusts, or it must find outside employment. 'J'lui jiressure 
is already felt in the large iiianuraclurnig (‘oijxu’aiinns: some 
relief is found in a policy of .sub.sidi.sing export liadt^ and in 
seeking foreign iiivesliiientb in electric and (filler fields of 
enterprise where they can pusli most suci'csshilly without 
tariff aid. 'Phe ill-contrived and extravagantly financed 
Atlantic Shipping Combine was an early and crude attempt 
to reach after a new policy which is recpiircd by the logic of 
the evolution of trusts. 

Another expression of the .same economic need, frauglit 
with even graver inijjorlancc, is tlie new public polif‘y of 
American political expansion. I’he economic tap riJOt, 
the chief tlirecting motive of all thi: modern inijjfirialislic 
expansion, is the pressure of rapitiilist imlusliies fijr 
markets, |jrimarily markets for investmenl, .sorruidarily 
markets for surifius products of home iudiii.try. Where 
the conrxml ration of capital lias gone furl best, and 
where a ligorous prolcciive syslt*m prevail:!, fhiii jircs 
sure is necessarily stiongest. Ncfi merely do the tiusts 
and other nianufacLuring trades that restriefi their out 
put for the home maiket more nij-enlly letiuire toreign 
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markets, but they arc ai&o more anxious to secure protected 
markets, and this can only be achieved by extending the 
area of political rule. This is the essential significance of 
the recent change in American foreign policy as illustrated 
by the Spanish War, the Philippine annexation, the Panama 
policy, and the new application of the Munroe doctrine to 
the South American States. South America is needed as a 
preferential market for investment of trust “piofiLs”and 
surplus trust products; if in lime these states can be 
brought within a Zollverein under the suzerainty of the 
United States, the financial area of operations receives a 
notable accession, f'hina as a field of railway enterprise 
and general industrial development aheady begins to loom 
large in the eyes of forcsightecl American business men; 
the growing trade in American cotton and other goods in 
that country will lie a subordinate consideration to the ex- 
pansion of the area for American investments. Diplomatic 
pressure, armed force, and where desirable, seizure of terri- 
tory for political control, will be engineered by the financial 
magnates who control the political destiny of America 
'fho strong and expensive American navy now beginning to 
1)0 built incidentally serves the purpose of affording profit- 
al)l() coiitraf'ts to the shiplmilding and metal industries: its 
ri'id nii'aning and use is to forward the aggiessivc political 
policy iin|)i»scil upon the nation by the economic needs of 
tilt; financial cai/italisls. 

It should he clraily niiderstond that this constant pres- 
Miui to exletid the an.a of uiarl.iits is not a necessary impli- 
talion of all fonn> <^f organisf-d iiuliiolry. Tf competition 
w.is (lispliK'LMl by coiiibiiiation.s of a giinuincly co-operative 
tharactci in which the wlioh; gain of improved economies 
cillmr to the woikers in wagts, or to largo bodies of 
invesloHi in dividends, the expansion of demand in the 
home markets would he so as to give full employment 
to the productive powens oi coimcnUalcd capital, and there 
would hi! no self ;c'cuiimlating inassiis of profit expressing 
llimnsclvcs in new credit and demanding external emjdoy- 
mt*nl. It is tiui “ monopoly profitr, of trusts and combines, 
taktjii (‘ithcr in con* truction, finam'ial operation, or industrial 
working, that form a galliciing fund of self-accumulating 
credit whose poss(‘Ssion by the financial class implies a 
contratded dciiKind for commodities and a correspondingly 
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restricted cniploymenl for capital in American inilustiit'S. 
Within certain limits relief can be found by stiniiilatinn nt 
the export hade under cover of a high pioteclive taiiff 
which forbids all interference with ninnopoly of the lioine 
markets. But it is extremely difficult for trusts adapted li> 
the requirements of a profitable tied market at hnme to 
adjust their methods of free competition in tin: wuiM 
markets upon a profitable basis of steady trading. iMoie 
over, such a mode of expansion is only ap|)ro[)riate to t:er 
tain manufacturing trusts: the owners of lailpoail, linrinrial, 
and other trusts must look always more to in 

vestments for their surplus profits. This evergrowing 
need for fresh fields of iiivestincnt for their pKjfils is tin* 
great crux of the financial system and threatens to 
dominate the future ccnnomir.s and tlie polities of tht* 
great Republic. 

The financial economy of American capitalism exliiluts in 
more dramatic shape n tendency common to the finanre id' 
all developed industrial nations. "J’hc largo, easy fiow r^f 
capital fiom Great Britain, Germany, Au, stria, Krani'c, <‘t;\, 
into South African or Australian mines, into J^lgyptian 
bonds, or the precarious seciiritie.s of South American 
publics, attests the same general pressure which inrreast's 
with every development of financial machinery and Ihc 111010 
profitable control of that machinery by the class of profes- 
.sional financiers. To a limited extent this cosmopfditani.sa- 
tion of finance is a natural and normal result of imjirovcd 
material and moral communication between the various 
nations of the earth. But in large measure it ari.scs from a 
restriction of home markets which mu.st be railed artifn'ial 
in the sense that industrial and financial trusts, pools, ami 
other combinations, taking out of the aggregate product a 
larger quantity of ‘‘profit"' than they can employ for iiiilhfT 
profit in these or other home investments, are inipellL tl (.ver 
to look further afield and to use all their liniim'ial ami 
political influence to develop foreign market.^ by siidi jjacilic 
or forcible means as will best serve their purpose. In every 
case the financier is the instrument or vehicle of this pres 
sure: a swelling stream of investors’ savings is ronstiinlly 
passing into the banking and financial system which he 
controls i in order to keep it flowing witli gri^atc.st gain to 
himself he must find or fashion fresh inve.stnionts. 
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§ II, The most compact exposition of capitalist finance is 
contained in the recent history of South Africa. A poor and 
sparsely peopled country, it disclosed within a few years two 
highly concentiated forms of natural treasure, the diamond 
mines of Kimberley and the Rand gold-reef. The most 
economical working of the diamond mines involved ex- 
pensive plant and favoured large capitalists, while profitable 
sales involved limitation of output so as to realise high prices 
for a luxury whose value depended largely upon regulation 
of supply. By 1887 consolidation of interests bad pro 
ceeded so far that Mr. Rhodes, financed by Messrs. Roths- 
child, was able to propose to Mr. Barnito an amalgamation 
which gave the De Beers’ Company a complete ownership 
and control of the productive mines. This diamond mining 
trust, controlling by far the most important contribution to 
the world’s supply, fortified itself by a complete organisa- 
tion of the marketing process, so that the directors of 
De Beers virtually regulate the entire supply, limit out- 
put and fix prices on a calculation of maximum net 
profits^ which in 1904 amounted to three million pounds 
sterling. 

The profitable working of De Beers formed the financial 
nucleus of the early speculative gold-mining companies in 
the Potchefstroom and Witwater Rand districts, and when, 
early in the nineties, the full richness of the banket reef of 
the Rand was disclosed, the De Beers financiers were 
found in control of the grcatei pait of the most valuable 
mines in the two associated groups of Wernher, Beit & Co., 
and the Consolidated Goldfields of South Africa (Messrs. 
Rhodes, Rudd & Rothschild), The conditions of tlic 
gold-mining, while favourable to large capitalist methods, 
did not render feasible a close amalgamation of interests on 
the De Beers pattern. In the first place there was no 
necessity to limit output, the inteiesls of the financiers lay 
in encouraging every expansion of mining which could pay 
or form a basis of company promotion ; secondly, the size 
of the now goldfield and the cropping up of the reef at so 
many points assisted the entrance of many groups of cosmo- 

1 Alllmvigli tliu rrrcnlly discovered Picmier Mine in the Transvaal 
is independently organised for production and disavows all connection 
with T)c Peers, tlicie can he no doubt that in the merchandising of the 
(liamcnds a thoroughly eOective agreement is maintained. 
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poUtan financiers, who set up mote or less conflicting 
interests. From these groups a few men, mostly Jews, 
forced their way into the inner circle of Iransvaal finance; 
but upon the whole the De Beers group have throughout 
kept the lead : most of the profitable surface and deep level 
mines fell under their control, and^ the manipulation of the 
most tempting new propositions in the share-markets was 
in their hands. Moreover, the vast speculative exploit of 
the South African Chartered Company was the financial 
offspring of De Beers, and entered the investment market 
backed by all the financial prestige of the diamond and 
gold kings. 

The most distinctive feature of South African finance, 
however, has been the skilled use which the financiers made 
of political machineiy to assist them in improving and 
marketing investments. The actual lands whicli form the 
material basis of industrial and speculative exploitation, 
Kimberley, the Rand, Rhodesia, have in each case involved 
in their acquisition the application of a medley of non- 
economic forces, legal treachery in the case of Kimberley, 
the dupery of concessions,” riveted by armed force in 
Rhodesia, bribery and diplomatic coercion followed by war 
m the Transvaal. The financiers worked ^‘politics” and 
the coercive machinery of the State at every turn in their 
career: to obtain special legislation for the diamond 
industry, to promote railroad facilities, and to secure im- 
munity fVom taxation they required influence in the Cape 
Government : the flotation of the Chartered Company and 
the “ protection ” of its properties against native risings in- 
volved imperial influence; the management of Mr. Kruger's 
government in the Transvaal kept them incessantly dab- 
bling in the internal politics of that country, seeking 
concessions and other privileges, jilanning raids and 
ultimately organising a catastrophe which was worked 
on their behalf and by their e.xpres.s inacliination at the 
piodigious expense of the British Govcrmnenl. In new, 
unsettled countries the financier is in constant need of 
political assistance ; he needs politif:al control in order to 
mature his financial operations, and ho is able lo obtain it. 
The power of the little group of men who wield the finance 
of De Beeis and the Rand is virtually absolute in the 
politics of South Africa : their control over the finances of 
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the country, public and private, enables them lo wreck any 
political schemes antagonistic to their interests; all that 
money can do in a poor country to elect representatives, 
influence oflicials, and secure legislation, they can command. 
To realise the fulness of this power to paralyse effective 
opposition we must lemember that not only are the mining 
industries under their control, the only solid sources of 
riches the whole country possesses, but that upon them 
depend the success or failure of the trading interests 
at the ports and in Kimberley and Johannesburg, of 
the public and piivate railroad and telegraphic companies, 
the banking and insurance businesses, the collieries and 
iron-mines, iriigation, and all other manufacturing and 
agricultural works demanding capital. Not merely are 
all lliese industries economically dependent on the mines, 
but the inineowncrs supply their capital and appoint 
their officers. Nowhere in the world has there ever 
existed so concentrated a form of capitalism as that 
represented by the financial power of the mining houses 
in South Africa, and nowhere else docs that power 
so coniiilelely realise and enforce the need of controlling 
politics. The newness of the country and the absence of 
any earlier growth of strong vested interests have enabled 
these financiers, drawn from all the European countrie.s, to 
ilevelop the latent powers of pure finance more logically 
than elsewhere ; the immensely rapid possibilities of 
rmaimial cxiiloitation has attracted thither not a few 
linaiiciiil intellects of the highest older, men who have 
known how to adapt finance to the particular environment 
and lo o[)erale at once upon the racial and ecouonne 
antagonisms within their area of industrial operations, and 
upon the patriotic sentiments in (Ireat Britain needed to 
secure for their investments the political and military 
assistaiu.c necessary to mature them. Tlicir strategy has 
been large and masterful. Recognising that the success of 
their rniancial operations and of their political adjuncts was 
tl(^[u‘nilont upon the movement of public opinion and 
public .sentiment in Kouth Africa and Great Britain, they 
bought the lending organs of the Snath African press, 
subsidised political parlies in Africa and Great Britain, and 
organised a moral propaganda among the churches and the 
philanthropic bodies, By thus creating a volume of public 
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interest and confidence in South Afiican “development” 
they secured an almoapheie favouiable to investment; 
by playing upon fears, suspicions, and sentimental aspira- 
tions they pioduccd an ngitation of the public mind 
reflected m the s hare- mark ct ; by a concentrated exer- 
tion of all their moral and intellectual influence they 
engineered a catastrophe, from the ruin of which they 
have emerged with a firmer grip than ever upon the 
substantial icsources of the country and its government, 
which implies a more profitable hantlhng of the share- 
market. 

The exigencies of South African finance in relation to 
local concrete circumstances involve a financial control in 
which several elements or strains arc dislinguishablo. In 
the acquisition of the material bases of fmanLC the servicis 
of a class of adventuious cxploreis anil conccssioii-mongcis 
were essential; to thi.s class men like Rudd, Jameson, 
Maguire, and even Rhodes himself must be leleguti'd, 
though the political and financial ability of the last-iuuiied 
gives him other claims. The main work of building llie 
structuie of South Afiican finance is, however, attributable 
to the presence of a group of “pure financiers,” many of 
whom, in early origin diamond dealers at Kimberley, found 
an illimitable opportunity in the construction and handling 
of mining properties in the diamond and gold fields, and 
later in Rhodesia. Of this class tlie Beits, Barnatos, Albus, 
Neumanns, Ecksteins, may be taken as leading cxamiflus: 
most of the abler and more successful members of this class 
arc Jews, oiiginally from the European continent, though 
assimilating with ease and fervour to the enviionment of 
British sentiment, which is helpful to their financial designs. 
The admission even to the inner financial circle of a few 
inemburs of the British aristocracy, attracted by the sheer 
spirit of adventure, was valualjlc, not only for the vulgar 
pmpo.se of piospcctuses, ljut for the slower and inou* 
delicate woik of constructing polilical and ‘'social” 
suppurls for the Rhodesian bubble. 8o wo find men like 
the Duke of Abcieorn, ICail firey. Lord Harris, taking an 
active part m South Afiiran finance. 'J'hese faelms of 
British influL’iicc are neeiled for the profitable working of 
big “confidence tricks,” and the great masters of the 
financial machine can well afford to “let in” a certain 



MODERN CAPITALISM. 269 

number of decorative personalities, few of whom, however, 
are allowed to touch the levers. 

The co-operation of these three separate strains was for a 
time concealed by the dominating public part played by 
Mr. Rhodes, who, essentially a combination of the first two 
strains, adventurer and financier, was able, by his political 
genius, to give a tcmpniary cloak of political significance to 
adventures which were au fond operations on the stock- 
markets. His disappearance has exposed to plainer view 
the actual mechanism of South African finance and its 
direction by the small group of *‘mineowners” and 
“merchants’* in Johannesburg, Kimberley, and London. 
Tlie profitable working of their “system'* follows the lines 
wliich are moie fully set forth in our main analysis. The 
masters of the system retain for themselves the ownership 
and dividends of the most solid and remunerative properties 
in the diamond and gold fields. The everyday investor 
cannot buy the ordinary shares of De Beers or of the best 
Deep Level Mines upon the Rnnd. Here is the first 
source of profit, the fruit of careful selection among the 
many propositions which pass through their hands. Other 
shares or debentures relating to poorer or more precarious 
propositions, the values of which being more sensitive are 
more amenable to skilled manipulation, are used to tempt 
the investing or the gambling public, the professional 
“croupiers” raking in the profits of the table. Last, not 
k'ust, comes the periodir harvest of company flotation, 
wlierts more higlily-organLscd disiilay-s of financing enable 
the promoters to make a number of large “scoops” out of 
the public credulity, craftily stirred and stimulated at times 
whiin a period of industrial prosperity has furnished a 
swollen supply of savings. If it were possible to set forth 
the ownership of the .sliares in the chief companies, this 
concentration of financial power would be most convincing; 
all the great financial interests would be seen closely linked 
by transverse ownership. I'hc following tables^ dealing with 
tlie directorships held (t905) by a number of leading 
financiers illustrates, though less perfectly, the solidarity of 
financial control : — 


1 Con^lrurt<!tl Iroin the Directory of Directors and the Slock 
I''.xrhiinge Vear Book, 1905. 
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SovTH African Company Directors. 



Diamonds f 

2 

“o 

O 

Chartered Co 

L'lnds and 
Exploration. 

Banks and 
Finance. 

1 

!fl 

1 

U 

Miscellaneous. 

All)u, S 


14 

— 

— 

I 


* , 



Albu, L 

— 

10 

— 

— 


— 

- 

1 

-- 

A 

I (tleB.) 

2 

1 

— 

0 

2 

— 


— 

*Kclcstein, F, 

— 

2 

— 

— 

— 


- 

- 

— 

English, R. 

3(i1l‘11.) 

— 


- 






English, F. A. . 

I d'.) 

- 

- 

- 


- 



— 

Fairarj Sii 0. 

— 

8 

— 

1 

I 


— 

I 

.. 

Faiiar, S H. 

— 

11 

— 

2 

1 


- 

I 


Goldie, II. 

— 

20 


? 

I 





HarriSj Loi il 

— 

r 

- 


1 




— 

Hamilton, J. J. .. 

— 

4 

— 

- 

4 





Jameson, L. S. .. 

— 

I 

1 







Joel, S. B. 

I (dcB.) 

7 

- 

1 

1 



1 

2 

Maguire, J. R. .. 

— 

I 

I 

2 

2 

i 

I 



Meyer, C 

I MeB.l 

I 

_ 

— 

- 





Michell, Sii L L. 

I (fIcB ) 

-- 

1 

- 



- 



Mosenthal, H. 

2 (fie B } 

1 



1 

— 





^Neumann, S. 

I (IM 



J 

J 


J 


, 

^Phillips, L. 

- 

p 

— 

I 






Reyersbach, L. . 

i(P.) 


— 

— 

i 





Robinson, J. B, 

I 

15 


I 

j 





♦Rube, C 

— 

37 


I 

I 

. 



I 

Rudd, C. D. 

— 

3 




1 





♦Wernher, J. C. ... 

(1 de B.) 

2 

— 

— 



I 




♦ Directors of Wernher Beit (merchants) or of Hand Mines, 
t Be B. = de Beers Consolidated; Jf. = I'rtiiiiiur. 

The following facts assist us to understand the nature 
of the consolidation which the table .sugge.sl.s-. Mc.ssrs. 
Wernher, Beit, Eckstein, Phillips, and Rube are raombur.s of 
a “mercantile” firm in London and Johannesburg. Two 
of these, Messrs. Wernher and Beit, arc life governors of 
De Beers: they are also directors of the Rand Mini:.s 
forming with Mr, S. Neumann the London Coniiniitee of 
that Company. Now, Mr. S, Neumann is also on ilic 
London Committee of the Premier (Transvaal) Dianionil 
Company, sitting there with three other directors, one of 
whom IS Mr. R A, English. Mr. F, A. English is not 
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a director of De Beers, but Mr. R, English is. Thus the 
lelations between the two (independent?) diamond groups 
are tolerably clear. None of the Wernher Beit directors 
sits on the Consolidated Goldfields directorate, but Mr. 
Maguire, a director of this latter Company, sits on the 
directorate of the Charteied Company with Messrs. Beit 
and Sir L. I*- Michull, both of De Beers. The connection 
with the Farrar group is equally plain: Sir G. Farrar sitting 
on the directorate of the important H. F. Company, while 
Mr. S. II. Farrar sits on the T.ondon Committee of that 
Oimpany with Mr, Beit and Mr. S. Neumann On the 
K. Rand Proprietary Mines Sir G. Farrar and Mr. S. H. 
I^’arrar sit with Mr. L. Phillips of Wernher Beit and Mr. 
I**. Drake of the Rand Mines. On the directorate of the 
Albu group (W. Rand Consolidated Mines) Messrs C. S. 
Goldniann and A, Reyersbach sit with the Albus; the 
former sitting with Mr. Phillips, S. Goldmann, and the 
Farrars on the K. Rand Proprietary Mines j the latter a 
din'ctor of the Premier Diamond Company. C. Meyer of 
De Beets is a director of Goutz & Co., while S. B. Joel 
of De liocrs is a member of the firm of Barnato Brothers 
(nirM'rltanls). 

following these illustrative lines of connection we can 
perceive the close union of management between all the 
chief gold groups, and betwepn gold and diamonds and the 
specuiiUtve finan<'e of the Chartered Company, while the 
railfonds, bank-s, collieries, telegraphs, exploration com- 
panies, and newspapers aie seen to be appendages of this 
c(‘nlriil c.lustcr. 

'Die small inner ring of South African finance may be 
thus iniVu^ated from the directorate of the five most repre- 
senUilivo companies : - 


Itrit, A. ... . 

L S, . . 
'M!i;',inrL‘, K. 
Mirlu'll, Sir L. L. 
Ni*umimn, S. 
WcrnlKT 


IJu liei'i'i 1 

Fremier 

Rand 

Mints 

Goldiields. 

Chaftered 

Company. 

1 


1 

1 < 

1 

I 

1 

— 

— 

— 

t 


1 

— 

I 1 

1 

I 

— 

— 

— 

I 


1 

I 

— 

— 

T 

— 

1 
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To these we may add the names of Mr. K ICcksleni, r.t>nl 
Hams, and perhaps Sir G. Farrar, chaiimen rcspuctivi ly tjf 
several of the most important companies. 

It would be safe to say that this tiny group of men hold 
in their control the financial, the industrial, and the politiral 
destinies of South Africa. Kvery impoitanl inli*icst is 
directly managed by these men and their (‘lose Itiisiju'ss 
associates. All, with the exception of Lord Harris and 
Mr. Maguire (of the Goldfields), and Sir (r. J^’arrar, au* 
De Beers and Wernher Beit men. It will he .seni hy 
reference to the earlier table that this same small gmup 
directly control banks, railways, telf^grnphs, coal mines, and 
through the finance or trust companies which they diruet 
are able to control many other companies. Mo.st of the 
strongest Press is also in their hands. The following rough 
diagram correctly delineates the situation : — 
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CHAPTER XT. 

MACHINERY AND INDUSTRIAL DEPRESSION. 

§ 1. The external phefwmena of Trade Depression, 

'§ 2, Correctly described as Underproduction and Over- 
production, 

§ 3. Tcsthnony to a general excess of Productive Power over 
the requirement for Consumption, 

§ 4. 2 'he connection of modem Machine-production and 
Depression shown by statistics of price, 

§ 5, Changing forms in which Over-supply of Capital is 
enihodied, 

§ G. Summary of economic relation of Machinery to De- 
pression, 

>■ § 7 * Under-consumption as the root-evil, 

§ 8. Economic analysis of ^^SavingP 

9. Saving requires increased Consumption in the future 
g 10. Quantitative relation of parts in the organism of 
Industry, 

g 1 1. Quantitative relation of Capital and Consumption, 
k 12. Economic limits of Saving for a Community, 
k 13. No limits to the possibility of individual Saving— Clash 
of individual and social interests in Saving, 

§ 14. Objection that excess in forms of Capital would drive 
inierest to zero not valid, 

^ 15. Excess is in embodiments of Capital, notin real Capital, 
8 16. Uncontrolled Machinery a source of fluctuation, 

< 5 1. The leading symptom of the disease called Depression 
of'lVade is a general fall of wholesale prices, accompanied 
by a less than corresponding fall of retail prices. Whatever 
niay be the ultimate causes of a trade depression, the direct 
and immediate cause of every fall of pnce must be a failure 

lo 



274 the evolution of 

of demand to keep pace with supply at the earlier price. 
So long as those who have goods to sell can sell all these 
goods at the price they have been getting, they will not 
lower the price. The direct efficient cause then of any fall of 
price is an actual condition of over-supply at earlier prices. 

A very small quantity of over-supply will bring down prices 
in a business, or in a whole market, provided the competi- 
tion between the businesses is keen. Where such a fall 
of prices quickly stimulates demand so that the over-supply 
is carried off and the rate of demand is equated to the rate 
of supply at the lower price level, the condition is com- 
monly described as a “tendency to over-supply,”^ But 
it is important to bear in mind that in strictriess it was 
not a “tendency” but an actually existing quantity of over- 
supply which brought down the price. 

Where any fall of price thus brought about quickly 
stimulates a corresponding increase of demand, stability 
of prices follows, and there will be a full, healthy production 
at the lower prices. 

The mere fact then that prices are generally lower than 
they were five or ten years ago is no evidence of depressed 
trade. Depressed trade signifies not merely low prices but 
relaxed production : more has been produced than can bo 
sold at the lowest profitable prices, and markets arc congested ^ 
with stock, but less is being produced than could be produced 
with existing means of production. The fact which face.s 
us in a period of depression is an apparent excess of 
productive power. If this excess were of labour alone 
it might be explained with some plausibility as due to 
the displacement of labour by machinery. For it has 
been admitted that the first and immediate effect of 
introducing labour-saving or labour-aiding machines may 
be a diminution in the demand for labour, even when 
the labour of making and repairing the machines and of 
distributing the increased product which finds a sale is 
taken into consideration. The simultaneous application 
of a number of new forms of machinery attended by 
other general economies in the organisation of industry 
might seem to explain why for a time there should be a 
general redundancy of labour in all or most of the chief 
industries of a country. Such an over-supply of labour 
would result from the accumulated action of “ first effects.” 
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When the cheapening influences of machinery had time 
to exercise their full natural influence in stimulating con- 
sumption the labour temporarily displaced would be again 
fully utilised ; for the moment, past labour saved and stored 
in forms of fixed capital would do a great deal of the work 
which would otherwise be done by present living labour. 
But such an explanation is wholly negatived by the fact 
that in a depressed condition of trade there is an excess 
of forms of capital as well as of labour. There exists 
simultaneously a redundancy of both factors in production. 
Labourers arc out of work or are in irregular employment, 
mills and factories are closed or working short time, the 
output of coal and metals is reduced, and yet with this 
relaxed production the markets are glutted with unsold 
goods unable to find purchasers at a price which will yield 
a minimum profit to their owners. To this must be added, 
in the case of the extractive industries, agriculture, mining, 
etc., the exclusion from productive use of land which had 
formerly found a profitable employment. 

^ 2 , To this condition of industry the antithetical terms, 
over-production and under-production, may be both correctly 
applied, according as one regards production as a state or 
as a process. The state of trade in a depression is one 
of over-production — ^the industrial body is congested with 
goods which are not drawn out for consumption fast enough. 
This plethora debilitates the industrial body, its functional 
activities are weakened. The slackness of trade thus 
induced is rightly described as under-production. 

It is commonly said by English writers upon economics 
that the .state of over-production, the redundancy of capital 
and labour, though found in one or two or several trades at 
the same time, cannot be of general application. If too 
much capital and labour is engaged in one industry there is, 
they argue, too little in another, there cannot be at the same 
time a general state of over-production. Now if by general 
over-production is meant not that every single industry is 
supplied with an excess of capital, but that there exists a 
net over-supply, taking into account the plethora in some 
trades and the deficiency in others, this assertion of English 
economists is not in accordance with ascertained facts or 
with the authority of economists outside of England. 

§ 3 . If a depression of trade signified a misapplication of 
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capital and labour, so that too much was applied in some 
industries, too little in others, there would be a rise of 
prices in as many cases as there was a fall of prices, and the 
admitted symptom of depression, the simultaneous fall of 
price in all or nearly all the staple industries, would not 
occur. The most careful students of the phenomena of 
depressed trade agree in describing the condition as one of 
general or net excess of the forms of capital. They are 
also agreed in regarding the enormous growth of modern 
machinery as the embodiment of a general^ excess of pro- 
ducing power over that required to maintain current con- 
sumption. 

Lord Playfair, writing on this subject in 1888, says, “It 
matters not whether the countries were devastated by war 
or remained in the enjoyment of peace ; whether they were 
isolated by barriers of Protection or conducted thc.se 
industries under Free Trade,’ whether they abounded in 
the raw materials of industry or had to import them from 
other lands ; under all these varying conditions the machine- 
using countries of the world have felt the fifteen years of 
depression in the same way, though with varying degrees of 
intensity.” His conclusion is “that the improvements of 
machinery used in production have increased the supply of 
commodities beyond the immediate demands of the world.” ^ 
In support of this position he adduces the authority of con- 
tinental writers such as Dr. A. von Studnitz, Piermez, Jules 
Duckerts, Laveleye, Trasenster, Annccke, and EngcL In 
the United States, Carroll Wright, David Wells, and Atkinson 
are foremost in upholding this to be the explanation of 
depression of trade. Mr, Carroll D. Wright, Commissioner 
of Labour at Washington, is emphatic in his assertion of 
the fact. “So far as the factories and the operatives of the 
countries concerned are to be taken into consideration 
(England, the United States, France, Belgium, Germany), 
there docs exist a positive and emphatic over-production, 
and this over-production could not exist without the intro- 
duction of power-machinery at a rate greater than the 
consuming power of the nations involved, and of those 
dependent upon them, demand ; in other words, the over- 
production of power-machinery logically results in the over- 


1 ConUmpiraiy March 18S8, 
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production of goods made with the aid of such machinery, 
and this represents the condition of those countries depend- 
ing largely upon mechanical industries for their prosperity.’'^ 
The Reports of the English “ Commission on the Depres- 
sion of Trade and Industry" make similar admissions of an 
excess of producing power as distinct from a mere miscal- 
culation in the application of capital and labour. The 
Majority Report, defining “over-production” as “the pro- 
duction of commodities, or even the existence of a capacity 
for production at a time when the demand is not sufficiently 
brisk to maintain a remunerative price to the producer,” 
affirms “ that such an over-production has been one of the 
prominent features of the course of trade during recent 
years, and that the depression under which we are now 
suffering may be partially explained by this fact- . . 

The Minority Report lays still stronger stress upon 
“systematic over-production,” alleging “that the demand 
for commodities does not increase at the same rate as 
formerly, and that our capacity for production is conse- 
quently in excess of our home and export demand, and 
could, moreover, be considerably increased at short notice 
by the fuller employment of labour and appliances now 
partially idle."* Brentano speaks of German Kartels as 
“providing a parachute to enable the victims of over- 
production to get safely down to a solid basis,” 

The most abundant information regarding the excess of 
the machinery of production in the several branches of 
industry has been given by Mr, D, A. Wells, who regards 
machinery as the direct cause of depressed trade, operating 
in three ways — ( t) increased capacity of production, (2) 
improved methods of distribution, (3) the opening up of 
new abundant supplies of raw material. Thus production 
grows faster than consumption. “ In this way only is it 
possible to account for the circumstances that the supply of 
the great articles and instrumentalities of the world's use 
and commerce have increased during the last twelve or 
fifteen years in a far greater ratio than the contemporaneous 
increase of the world’s population or of its immediate con- 
suming capacity.”^ 

The earlier inventions in the textile industries, and the 
general application of steam to manufacture and to the trans- 

' Report OH IndmtrialDepriSsion^ Washington, i886. 

® Report, pars, 61-66. * Report, par. 106, 

* Contemporary Hffview^ July 1887. 
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port services, have played the most dramatic part in the in- 
dustrial revolution of the last hundred years. Hut it should 
be borne in mind that it is far from being true that the great 
forces of invention have spent themselves, and that ^Ye ha\’c 
come to an era of small increments in the growth of pro- 
ductive power. On the contrary, within this last generation 
a number of discoveries have taken place in almost all the 
chief industrial arts, in the opening up of new^ supplies of 
raw material, and in the improvement of industrial organisa- 
tion, which have registered enormous advances of pro- 
ductive power. In the United States, where the advance 
has been most marked, it is estimated that in the fifteen or 
twenty years preceding 1S86 the gain of machinery, as 
measured by “displacement of the muscular labour," 
amounts to more than one-third, taking the aggregate of 
manufactures into account In many manufactures the 
introduction of steam-driven machinery and the factory 
system belongs to this generation. The substitution of 
machinery for hand labour in boot-making signifies a gain 
of 80 per cent, for some classes of goods, 50 pet gmA for 
others. In the silk manufacture there has been a gain of 
50 per cent., in furniture some 30 per cent, while In many 
minor processes, such as >vood-planing, tin cans, wall- 
papers, soap, patent leather, etc., the improvement of 
mechanical productiveness per labourer is measured as a 
rise of from 50 to 300 per cent or more. The gain is, 
however, by no means confined to an extension of “power” 
into processes formerly performed by human muscle and 
skill. Still more significant is the increased mechanical 
efficiency in the foundational industries. In the manu- 
facture of agricultural implements the increase is pul 
down at from 50 to 70 per cent., in the manufacture of 
machines and machinery from 25 to 40 per cent, while “in 
the production of metals and metallic goods long-estab- 
lished firms testify that machinery has decreased manual 
labour 33)^ per cent,” The increase in the productive 
power of cotton mills is lar greater than this. From 1870 
to 1884 the make of pig-iron ro.se 131 per cent, in Great 
Britain and 237 per cent in the rest of the world.^ “In 
building vessels an approximate idea of the relative labour 


^ Contemporary March 1888. 
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displacement is given as 4 or s to i — that is, four or five 
times the amount of labour can be performed to-day by 
the use of machinery in a given time that could be done 
under old hand methods.”^ 

In England the rise in productiveness of machinery is 
roughly estimated at 40 per cent in the period 1850 to 
1S85, and there is no reason to suppose this is an excessive 
estimate. In the shipping industry, where more exact 
statistics are available, the advance is even greater. The 
diminution of manual labour required to do a given quantity 
of work in 1884 as compared with 1870 is put down at no 
less than 70 per cent., owing in large measure to the 
introduction and increased application of steam-hoisting 
machines and grain elevators, and the employment of 
steam power in steering, raising the sails and anchors, 
pumping, and discharging cargoes. ^ In the construction of 
ships enormous economies have taken place. A ship which 
in 1883 cost j^24,ooo can now be built for ;^i4,ooo. In 
the working of vessels the economy of fuel, due to the 
introduction of compound-engines, has been very large. 
A ton of wheat can now be hauled by sea at less than a 
farthing per mile. Similarly with land haulage the economy 
of fuel has made immense reductions in cost. “ In an 
experiment lately made on the London and North Western 
Railway, a compound locomotive dragged a ton of goods 
for one mile by the combustion of two ounces of coal,”® 
The quickening of voyages by steam motor, and by the 
abandonment of the old Cape route in favour of the Suez 
Canal, enormou.sly facilitated commerce. The last arrange- 
ment is calculated to have practically destroyed a tonnage 
of two millions. The still greater facilitation of intelligence 
by electricity did away with the vast system of ware- 
housing required by the conditions of former commerce. 
"J'hese economies of the foundational transport industries 
have deeply affected the whole commerce and manufacture 
of the country, and have played no inconsiderable part in 


' JRcport of the Commissioner of Labour^ Washington, 1S86, pp. So 
SS. 

“ D, A. Wclli?, Contemporary RffoieWy August 1887. 

“ Lord Playfair, in the Contemporary Review, March 1888, gives a 
number of interesting illustrations of recent economies in transport and 
manufacture. 
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bringing about the general fall of prices by lowering the 
expenses of production and stimulating an increased output. 

Excessive production of transport-machinery, especially of 
railways, has played an important part as an immediate 
cause of modem trade depression. The depression begin- 
ning in 1873 and culminating in 1878 is described as having 
its origin “in the excessive lock-up of capital in the con- 
struction of railways, especially in America and Germany, 
many of which, when built, had neither population to use 
them nor traffic to carry; in the wild speculation that 
followed the German assertion of supremacy on the Con- 
tinent; in the exaggerated armaments, which withdrew an 
inordinate amount of labour from productive industry, and 
over-weighed the taxpayers of the great European nations ; 
and in over-production in the principal trades in all 
European countries.” ^ 

Mr. Bowley points out that “after each of the great 
railway booms of the century, for instance in England 
about 1847, in America before 1857 and 1873, in India 
in 1878, and on the Continent in 1873, the collapse has 
been very violent ; for the materials are bought at exag- 
gerated prices ; the weekly wage during construction is 
enormous; no return is obtained till the whole scheme, 
whose carrying out probably lasts many years, is complete.” ‘ 

A great deal of this railway enterprise meant over- 
production of forms of transport-capital and a correspond- 
ing withholding of current consumption. In other words, 
a large part of the “ savings ” of England, Germany, 
America, etc., invested in these new railways, were steril- 
ised; they were not economically needed to assist in the 
work of transport, and many of them remain almost use- 
less, as the quoted value of the shares testifies. It is not 
true, as is sometimes suggested, that after a great effort 
in setting on foot such gigantic enterprises, a collapse is 
economically necessary. If the large incomes and high 
wages earned in the period prior to 1873, when capital 
and labour found full employment in these great enterprises, 
had been fully applied in increased demand for commodities 
and an elevated standard of consumption, much of the new 


1 Sifa^isf, 1879, quoted Bowley, England's Foreign Trade in the 
Nineteenth Century^ p, 80. 
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machinery of transport, which long stood useless, would 
have been required to assist in forwarding goods to maintain 
the raised standard of consumption. This argument, of 
course, assumes that ignorance or fraud have not caused 
a misdirection of investment. There is no evidence to 
indicate that the vast sums invested in 1869-72 in railway 
enterprise could have found any safer or more remunerative 
investment. It is the overflow of “ savings,” after all capital 
economically needed to carry on the work of production 
to supply steady current wants has been secured, that flows 
into the hands of speculative company-promoters. Such 
savings are not diverted from safe and useful forms of 
investment, they are “ savings ” which ought never to have 
been attempted, for they have no economic justification in 
the needs of commerce, as is proved by results. 

§ 4. The direct causal connection between the increased 
productive power of modern machinery and trade depres- 
sion clearly emerges from a comparison of the fluctuations 
in the several departments of industry in different industrial 
countries. As modern machinery and modern methods of 
commerce are more highly developed and are applied more 
generally, trade fluctuations are deeper and more lasting. A 
comparison between more backward countries largely en- 
gaged in raising food and raw materials of manufacture for 
the great manufacturing countries is sometimes adduced in 
suppoit of the contention that highly-evolved industry is 
steadier, T 3 ut though Mr. Giffcn is undoubtedly correct in 
holdijig that depressions are often worse in countries pro- 
ducing raw materials than in manufacturing countries,^ this 
is only true of raw-material producing countries which 
produce for ex[)ort, and which are therefore dependent for 
their trade upon fluctuations in demand for commodities in 
distant markets whose movements they are least able to 
calculate or control. Irregularity of climate, disease, and 
other natural causes must be a constant source of fluctua- 
tion in the productivity of agriculture. But those non- 
manufacturing countries which are little dependent upon 
commerce with manufacturing nations, and which are chiefly 
self-supporting, will of necessity retain a larger variety of 
agriculture and of other primitive industries, and will there- 


* Essays in Financt^ vol. i, p. 137, etc. 
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fore be less at the mercy of some climatic or other injury 
than a country more specialised in some single crop or 
other industry. The specialisation impressed upon a back- 
ward country by commerce with advanced industrial 
countries, confining it to growing cotton or wheat or 
sheep or wine, exaggerates the irregularity imposed by nature 
upon its productivity, by making it subservient to the fluctu- 
ating demands of distant and wholly incalculable markets. 
The fluctuations brought about by irregular consumption 
and uncontrolled production in highly-evolved industrial 
countries are thus reflected with terrible force upon the 
more primitively-ordered parts of the industrial world. 
Thus does the character of modern machine-industry 
impress itself on the countries which feed it with raAV 
materials. 

If we turn to investigate the several departments of 
industry in the more highly-evolved communities, where 
statistics yield more accurate information, we have most 
distinct evidence that so far as the world-market is con- 
cerned, the fluctuations are far more extreme in the 
industries to which machine-production and high organisa- 
tion have been applied. An investigation of changes 
of wholesale prices indicates that the most rapid and 
extreme fluctuations are found in the prices of textile and 
mineral materials which form the foundation of our leading 
manufactures. A comparison of the price changes of food 
as a whole, and of corn prices with textiles and mincral-s, 
shows that especially during the last thirty years the 
fluctuations of* the latter have been much more rapid and 
pronounced. (See following diagrams.) 

§ 5. It ought to be clearly understood that the real con- 
gestion with which we are concerned, the over-supply, does 
not chiefly consist of goods in their raw or finished state 
passing through the machine on their way to the consumer. 
The economic diagnosis is sometimc.s confused upon t)n.s 
point, ^ speaking of the increased productive power of 
machinery as if it continued to pour forth an unchecked 
flood of goods in excess of possible consumption. This 
shows a deep misunderstanding of the malady. Only in its 
early stages does it take this form. When in atiy trade the 
producing power of machinery is in excess of the demand 
at a remunerative price, the scries of prf»ce.sses through 
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which the raw material passes on its way to the consumer 
soon become congested with an over-supply. This, how- 
ever, need not be very large, nor does it long continue to 
grow. So long as the production of these excessive wares 
continues, though we have a growing glut of them, the 
worst features of industrial disease do not appear ; profits 
are low, perhaps business is carried on at a loss, but 
factories, workshops, mines, railways, etc., are in active 


WHEAT PRICES. 



operation; wages may be reduced, but there is plenty of 
employment. It is when this congestion of goods has 
clogged the wheels of the industrial machine, retarded the 
rate of production, when the weaker manufacturers can no 
longer get credit at the bank, can no longer meet their 
engagements, and collapse, when the stronger firms are 
forced to close some of their mills, to shut down tl\e less 
productive mines, to work short hours, to economise in 
every form of labour, that depression of imh assumes its 
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more enduring and injurious shape. The condition now is 
not that of an increasing glut of goods; the existing glut 
continues to block the avenues of commerce and to check 
further production, but it does not represent the real 
burden of over-supply. The true excess now shows itself 
in the shape of idle machinery, closed factories, un worked 
mines, unused ships and railway trucks. It is the auxiliary 
capital that represents the bulk of over-supply, and whose 
idleness signifies the enforced unemployment of large 
masses of labour. It is machinery, made and designed to 
increase the flow of productive goods, that has multiplied 
too fast for the growth of consumption. This machinery 
docs not continue in full use, a large propoition of it is not 


tJENEUAL FOOD PRICES. 



require<l to assist in producing the quantity of consumptive 
^oods which can find a market, and must of necessity stand 
idle; it represents a quantity of useless forms of capital, 
over-supply, and its unused productive power represents 
an incomparably larger amount of potential over-supply of 
goods. Economic forces are at work preventing the con- 
tinuation of the use of this excessive machinery; if it were 
used in dcfuint'c of these forces, if its owners could afford to 
keep it working, there would be no market for the goods 
it would turn out, and these too would swell the mass of 
over-supply, 

{j 6. The general relation of modern Machinery to Com- 
mercial Depression is found to be as follows: — Improved 
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machmery of manufacture and transport enables larger and 
larger quantities of raw material to pass more quickly and 
more cheaply through the several processes of production. 
Consumers do not, in fact, increase their consumption as 
quickly and to an equal extent. Hence the onward flow of 
productive goods is checked in one or more of the manu- 



facturing stages, or in the liands of the ineri:iiiini, or even in 
the retail shop. This congestion of the channels of produc- 
tion automatically checks production, ilepriving of all use 
a large quantity of the machinery, and a large quantity of 
labour. ^ The general fall of money income which has 
necessarily followed from a fall of prices, uncompensated by 
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a 1.01 1 usp' Midi c^'linnsloii of sal»i.s, induces a shrinkage of 
consunipli m. Uudjr cbpressed trade, while the markets 
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continue to be gUiLtecI with unsold goods, only so much 
cutronL production is maintained as will correspond to the 
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shrunk consumption of the depressed community. Before 
the turn in the commercial tide, current production even 
falls below the level of current consumption, thus allowing 
for the gradual passage into consumption of the glut of 
goods which had congested the machine. After the con- 
gestion which had kept prices low is removed, prices begin 
to rise, demand is more active at each point of industry, 
and we see the usual symptoms of reviving trade. 

This is an accurate account of the _ larger phenomena 
visible in the commercial world in a period of disturbance. 
When the disease is at its worsts the activity of producer and 
consumer at its lowest, we have the functional condition of 
under-production due to the pressure of a quantity of over- 
supply, and we have a corresponding state of under-consump- 
tion. 

§ 7. Machinery thus figures as the efficient cause of 
industrial disease, but the real responsibility does not rest 
on the shoulders of the inventor of new machinery, or of 
the manufacturer, but of the consumer. 

The root-evil of depressed trade is under-consumption. 
If a quantity of capital and labour is standing idle at the 
same time, in all or in the generality of trades, the only 
possible reason why they remain unemployed is that there 
is no present demand for the goods which by co-operation 
they are able to produce, 

English economists, most of whom, ever since the time 
of J. B. Say, have denied the possibility of the condition of 
general over-supply which is seen to exist in depressed trade, 
are contented to assume that there can be no general over- 
supply because every one who produces creates a correspond- 
ing power to consume. There cannot, it is maintained, be 
too much machinery or too much of any form of capital 
provided there exists labour to act with it ; if this machinery, 
described as excessive, is set working, some one will have^ 
the power to consume whatever is produced, and since we 
know that human wants are insatiable, too much cannot be 
produced. This crude and superficial treatment, which 
found wide currency from the pages of Adam Smith and 
McCulloch, has been swallowed by later English economists, 
unfortunately without inquiring whether it was consistent 
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with industrial facts. Since all commerce is ultimately 
resolvable into exchange of commodities for commodities, 
it is obvious that every increase of production signifies a 
corresponding increase of power to consume. Since there 
exists in every society a host of unsatisfied wants, it is equally 
certain that there exists a desire to consume everything that 
can be produced But the fallacy involved in the supposi- 
tion that over-supply is impossible consists in assuming that 
the power to consume and the desire to consume necessarily 
co-cxist in the same persons. 

In the case of a glut of cotton goods due to an in- 
creased application of machinery, the spinners and manu- 
facturers have the power to consume what is produced, while 
a mass of starving, ill-clad beings in Russia, East London 
— even in Manchester — may have the desire to consume 
these goods. But since these latter are not owners of any- 
thing which the spinners and manufacturers wish to consume 
or to possess, the exchange of commodities for commodities 
cannot take jjlace. But, it will be said, if the Lancashire 
producers desire to consume anything at all, those who pro- 
tluce such articles of desire will have the power, and 
possibly the desire, to consume more cotton goods, or at any 
rate the desire to consume something produced by other 
people who will have both power and desire to consume 
cotton goods. Thus, it will be said, the roundabout exchange 
of commodities for commodities must be brought about. 
And this answer is valid, on the assumption that the 
Lancashire producers desire to consume an equivalent of 
the goods they produce. But let us suppose they do not 
desire to do so. The reply that since human wants are 
insatiable every one with power to consume must have 
desire to consume, is inadequate, In order to be operative 
in the steady maintenance of industry the desire to consume 
must be a desire to consume now, to consume continuously, 
and to consume to an extent corresponding with the power 
to consume. 

Let us take the Lancashire trade as a test case. Evidently, 
there could be no superfluous capital and labour in Lanca- 
shire trade if the cotton-spinners, manufacturers and their 
operatives, increased their own consumption of cotton 
goods to correspond with every increase of output. 

But if they do not do this, they can only make good 
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and maintain their capital and labour in employment by 
persuading others to increase Iheir consumption of cotton 
goods. How can they do this? If, instead of desiring 
to consume more cotton goods, the I^ancashirc employers 
and operatives desire to consume, and do actually consume, 
more hardware, houses, wine, etc., then the increased 
consumption of these things, raising their prices and so 
stimulating llioir production, and distributing a larger 
purchasing-power among the capitalists and ojjcratives 
engaged in producing the said hardware, houses, wine, etc., 
will enable the latter to consume more cotton goods, anil 
if these desire to do so, their effective demand will maintain 
the new capital and labour employed in J Lancashire trade. 

But if, instead of taking this course, the [.ancashiro 
capitalists and operatives want not to consume either cotton 
or anything else, but simply to sazH and ptit up more mills 
and prepare more yarn and cloth, they will soon find they 
are attempting the impossible. Their new capital, and the 
fresh labour conjoined with it, can only be employed on 
condition that they or others shall increase their con- 
sumption of cottori goods. They themselves ex hypotJusi 
will not do so, and if the capitalists and operatives engaged 
in setting up the new cotton-mills, etc., will consent to do 
so, this only postpones the difficulty, unless wesui)pc)sca con- 
tinuous erection of new mills, and a continuous aj)j)liculitm 
on the part of those who construct these mills of the whole of 
their profits and wages in demanding more cotton goods — 
a reductio ad absurdum. In shoit, cotton capitalists and 
operatives can only effect this saving and provide tlii.s 
increased employment of capital and labour on condition 
that either those engaged in erecting and working the new 
mills shall spend all their income in demanding cotton 
goods, or that other persons shall diminish the proporlioii 
of their incomes which hitherto they have saved, and shall 
apply this income in increased demand for cotton goods. 

Now if the same motives which induce Lanca.shini 
capitalists^ and workers to refuse to increase their present 
consumption pan passu with the rale of jiroduction are 
pnerally operative, it will appear that capital anrl labour 
he idle because those who arc able to consume what they 
could produce are not willing to consume, but desire to 
postpone con.sumption — to save. 
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§ 8. The process of “Saving” has received but scant 
attenUuu from economic writers. Jevons appears to have 
licld that supeifluous food and other necessary consumptive 
goods, in whosoever hands they were, constituted the only 
true fund of ca]iital in a community at any given time. 
Si<]gwj»*k also holds that all “Savings” are in the first in- 
.sUince “ food.” That this is not the case will appear fioni 
the following example: — A self-sufficing man produces 
daily for Ins daily consumption a quantity of food, etc., 
denoted by the figure to. 5 of this is necessary and 5 
superfluous consumption. This man, working with primi- 
tive tools, discovers an implement which will greatly 
facilitate Ins production, but will cost 4 days* labour to 
make. 7 'hiee alternatives are open to him. He may 
spend half his working day in producing the strictly 
necessary part of his previous consumption, 5, and devote 
the other half to making the new implement, which will be 
finished in 8 days. Or he may increase the duration of his 
working day by one quarter, giving the extra lime to the 
making of his new implement, which will be finished in 16 
days. Or lastly, he may continue to produce consumptive 
goods as before, but only consume half of them, preserving 
the other half for 8 days, until he has a fund which will suffice 
to keep him for 4 continuous days, which he will devote to 
making the new implement If he adopts the first alter- 
native, he simply changes the character of his production, 
l>roducing in part of his working day future goods instead 
of present ennsumptive goods. In the second he creates 
future gof>ds by extra labour. In the third case only does 
the “saving** or new “capital** take as its first shape food. 
Tn the same way a community seeking to introduce a more 
“ roundabout *' method of production requiring new plant, 
or .seeking to place in the field of industry a new series of 
])rc)ductive processes to satisfy some new want, may achieve 
their object by “saving** food, etc., or by changing for 
awhile the character of their prorluclion, or by extra 
labour. Thus new capital, whether from the individual or 
the community point of view, may take either “food” or 
any other material form as its first shape. 

Since “savings** need not lake the shape of food or 
any article capable of immediate consumption, Adam 
Smith and J. S. Mill are clearly wrong when they urge 



2 g:S THE EVOLUTION OF 

in terms almost identicaP tliat what is is iico^S'Jijrily 
consumed, and consumed as quickly as that which is spent. 
The antithesis of saving; and spundinif shows thrsu writers, 
and the bulk of Rni'lish economists wlm follow them, ans 
misled, because they ** saviny; as doinjf suiuelhinj' 

with money, and do not sufficiently j'n i»f hind ilie financial 
aspect of putting money into a hank, 

A closer analysis of saving yields the result that, except 
in one of the simple cases taken in our example above, 
where ** saving” implie<l withholding, ermsumahlo gf)o<ls 
from present consumption, every act oi saving in a roiiijdt*x 
industrial society .signifi<;s making, or ransing to ho made, 
forms of capital which are essentially in«*a))nhli‘ ot pres('nl 
consumption — ra'., future or j)rodiictive g/»od?i. 

Each member of an industrial comimuiity nrceives his 
monL7 income as tluj niarkift <‘qnivalent of vahuj <Teate<l 
in goods or services by the requisites of prixUu'lion, hmti, 
capital, labour which he owns* l‘*or eveiy paifl as 
income an equivalent quantity of material or non niafeii.d 
wealth has been already created. 

I^et Abe the owner of a m|uisite of prodm tiotj, receiviitg 
;^5oo a year as income in weekly puynumls ol /.‘lo. Ilefoie 
receiving each he has caused in conn* into existence 
an amount of wealth whidi, if material gtaals, may or inay 
not be still in existence ; if .services, has ulrcaily been con- 
sumed It is evident that A may each week ca)n*atinn /'to 
worth of goods and servi<*cs without affisding the general 
condition of public wealth. A, however, determines to 
consume only worth of goods and services cneli wfM-k, 
and puts the other ;CS the hank. Now what henunes 
of the ;;^s worth of goods ami .S 4 *rviccs which A might have 
consumed, but refused to consume? Do iljey necessarily 
continue to exist so long as A is enaliled with the money 
which represents their .saving” j if so, in what form ? In 
other words, what actually lakc.s place in the worUI of coir*- 
merce when money income h said to be saved, what other 

' “ What h annually aaved is as regularly consumed as what is aimu. 
ally spent, and nearly in the same tinut tcjt» ; liitt it in cotismticd by a 
different set of ijeople*” (/K<r<i//A c/ ATafmts, p, 140^ McCulIfK-k) 
** Everything which is produced is consumctl ; lM*th what is saved um\ 
what is said to lie spent, and the r<»rtiicr fpiiie m quirkly an tJte Utter.” 
{Mnct^Usff/ PolUml Eemomy^ Book L, chap, v., sec. 0 ,) 
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industrial fnuls stand behind the financial fact of A deposit 
part of his income in the bank as “ savings ” ? 

To this question several answers are possible. 

(1) 15 , a spendthrift owner of land or capital, wishing 
to hve beyond his income, may borrow from the bank 
each ^5 which A puts in, mortgaging his property. In 
this case JJ s])L*ncls what A might have spent j B’.s property 
(foimer savings perhaps?) falls into A's hands. A has 
individually effected a ^‘saving” represented by tangible 
propert}^ but as regards the conirniinity thuie is no saving 
at all, real or apparent. 

(2) a fraudulent promoter of conipanie’i, may ]>y 
misrepresentation get hold of A’s saved money, and may 
sjrend it for his own enjoyment, consuming the goods and 
services which A might have consumed, and giving to A 

paper ^ stock which figures as A’s **saving.s." Here A 
has individually (^ffectl!(l no savhrg. 

From the point of view of the ciominiurity there is no 
n*al saving ((.' has cousinned instead of A), but so long 
as the “slock'* has a market value tluire is an apparent 
saving. To this C'ategory belongs the “savings** effected if 
A lends hi.s money to a government to be spent on w^ar. 
From tlui stiuidpoint of ilie community there is no saving 
(unless the war be supposed to yield an asset of wealth or 
security), but A’s paper stock represents his individual 
saving. A*.s “saving** is (fxat’lly balanced hy the spending 
of the ronimunity in its rorpf»rale c'aiJnrity, A receiving a 
mortgage upon the property of the r-iHumiuiity.^ 

(3) 1) and iniumta<’tun:r» or traders, engaged in jiro- 
dueing luxuries which A used to buy with his ^,'S before 
he look to saving, finding their weekly “ takings ** diminished 
and being redueed to financial straits, borrow A*s “savings ** 
in order to continue their business operations, niortgag- 
ing their plant and stoerk to A. So long as, with tluj 
as.sistance of A’s money, they arc enabled to continue pro- 
ducing, what they produce is ovcT-suiiply, not neccUfd to 
supply current con.suniption, assuming the relation between 
spending and saving in the other incmhers of the coni- 
munily remains unaltered. This over supply is the material 


* All able aimlysU of the nalure i»f “ iuiper ssySiigi” U fuuiiil iu 

Mr. J. M. Uuhtrlsun’s I^Wacy 0 f Saving, (Sonnenschein. ) 
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representative of A^s '‘savings.” So far as rijal caj^ital is 
concerned there is no increase by A's act of savii\t^, rather 
a decrease, for along with the net reduction in the consiinip- 
tion of luxuries on the part of the community clue to A's 
action, there must be a fall in the “value” of the capital 
engaged in the various processes of producing luxuries, 
uncompensated by any other growth of values. Hut by 
A’s “saving” new forms of capital exist which bear the 
appearance of capital, though in reality they are “over- 
supply.” These empty forms represent A*s saving. Of 
course A, with full knowledge of the facts, vrould only 
lend to D and E up to the real value of their mortgaged 
capital. When this point was reached 1) and E could gut 
no further advances, and their stock and plant would pass 
into A’s hands. From the point of view of the community 
A’s action has resulted in the creation of a mnnb/tr of 
material forms of capital which, so long as llie exist in)f 
relations between the community’s prodtu:tion and con- 
sumption continue, stand as over-supply. 

(4) A may hand over his weekly ^'5 to F on .siicurlly. 
Fby purchase obtains the goods wliich A nifiuieul Ux'on- 
sume, and may use them (or ihuir eriuivaleTit in 
material forms) as capital for further prodiudion. If V can 
with this capital help to produce articles for whii'h there is 
an increasing consumption, or arli<*U'S wliich tjvokc and 
satisfy some new want, then A’s action will have ri’sultctl in 
“saving” from the point of view of tlic community'- iV., 
there will be an increase of real capital ; fornis of capilal 
which would otherwise have figured as ovitrsupply have tlui 
breath of economic life put into them by an increase in 
general consumption. No real diHicully arises from a doubt 
whether the goods and .s<irvi(:us which A n'uoum’cd were 
capable of becoming eflective cajntal. 'riio things he 
renounced were luxurious consumptive goods and scivict's. 
Hut he could change them into effective capital in the 
following way: — Designing lumceforth li> consume only halt 
his income, he would deliberately 4'inj)loy Imlf thi,‘ usjuisites 
of production which funiislurd his income in putting extia 
plmt, machinery, etc., inU? some trade, WIictluT he <iocs 
tills himself, or incites I' to do it, makes im difference ; it 
will be done. In tliis way, by establishing new forms of 
useful capital, A can make good his saving, assuming an 
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incroase of general consumption. These are the four 
possible effects of A's saving from the point of view of the 
community — 

(i) Nil 

(a) Bogus or “paper” saving, 

(3) Over-supply of forms of capital 

(4) Increase of real capital 

It appears then that cvciy act which in a modern 
industrial society is “ saving,” from the standpoint of the 
rommiinity, and nut a mere transfer of “spending'' from 
one person to anolhiT, consists in the production of a form 
of goods in its nature or poMlion incapable of present 
(‘onsumptiun. 

This analysis of “saving” convicts J. S. Mill of a double 
error in saying, “ Everything which is produced is consumed; 
both what is saved and what is said to ho spent; and the 
former <piite as rapidly as the latter.” In ihti llrst place, by 
showing that “saving,” fnan the point f)f view of the com- 
numity, generally means prodiu’ing somellimg im^apable of 
j>resent consumption, it proves that t;ven if what is “saved” 
is consumed, it is nf)t ronsunard as quickly as what Is si)<*nL 
Mill se(jme<l to think that what was “ savetl ” was no‘Ciiss!irily 
food, clothing, and so-called finished gorals, because “saving” 
to him was not a process, hut a single ni.'gutive act of 
refusing to buy, a man w'ho has “.saved” has 

<'onnnand of an extra stork of food, etc., which he may 
hand f)v<*r to Ithotirers as iral wages, he sereins to think that 
a comunmiiy which saves will have its savings in tltis form, 
We see this is not the case. Kven wlatrc in a primitive 
society extra food is the first form savings may lake, it 
belongs to the act of saving that Ihi.s food shall not be 
(‘onsumed st) soon as it was available for consunsption. 
In short, Mill’s notion was tliat savings must necessarily 
mean a storing up of more food, clothing, etc, which, 
after ail, is not stored, but is handed over to <^tlu^rs 
to consume, lU) fails to perceive that a person who 
saves from the social as oppostsl to ihrt individual 
point of view nccessaiily produ(‘c3 soimtthing which 
mulhcT he nor any one else consumes at once 
steam engines, pii'ces of leather, shop goods. A “saving ” 
which is merely a transfer of spending from A to U is 
obviously no saving from the point of view of tht; com* 
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munity to which both A and 13 If A, who is said 

to save, pays wages to J?, who makes a machine which 
would otherwise not have been made, when this mairhine is 
made something is saved, not before. 

Though Mill does not seem, in Jik. L chap, v., to regard 
increased plant, machinery, etc., as “savings,” but rather as 
something for which “savings” may be exchanged,* the 
more usual economic view of “savings” embodies part of 
them^ in plant and raw material, etc., and considers the 
working up of these into finished goods as a “ consumption.” 
But though industrial usage speaks of cotton yarn, etc., 
being consumed when it is worked up, the same language is 
not held regarding machinery, nor would any business man 
admit that his “ capital ” was consumed by the wear and 
tear of machinery, and was periodically replaced by 
“ saving.” The wearing away of particular material embodi- 
ments of capital is automatically repainid by a procujss 
which is not saving in the industrial or the ecommiic 
sense. No manufacturer regards the expenditure on main- 
tenance of existing plant as “saving”; what he [nits into 
additional plant alone does he reckon “savings.” It would 
be well for economists to clearly recognise that this btisi*' 
ness aspect of capital and saving is also thu* conitistcnt 
scientific aspect. “Saving” will then be settn to a]»ply 
exclu.sively to .such increasttd producjticjn of plant and 
productive goods as will afterwards yield an im;reust*<I crop 
of consumptive goods, provided tlie community is willing to 
consume them. “ Saving ” is iiostponcd consumption— />., 
the production of “future goods,” plant, machinery, raw 
materials in their several stages, instead of <mmmodlli<f,s 
suitable for imnicdiiile consumption, 

S 9 , There are, in fact, two di.stinct motives wliicli 
induce individiiak to continue io produce, one is the 
desire to consume, the other the desire to save— ■/>., to 
postpone consunipLion. It i.s true that the laU<T may be 
said also to involve a desin; to consume the results of the 
saving.s at some indefinitely future time, l)ut the motive of 
their production at prc.sent is a ih-.sire to reduce the tjuantity 
of the j)reseut con.suinption tjf the community, ami to 
increase the quantity of postponed con.sumptiun. 


* Chap. V. $ 5, 
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_ It is this consideration which gives the answer to the 
single sentence of J. S. Mill, which has been sometimes 
held to offer a complete refutation of the notion of an 
existing state of over-supply; “The error is in not per- 
ceiving that, though all who have an equivalent to give 
mi^ht be fully provided with every conceivable article which 
they desire, the fact that they go on adding to the produc- 
tion proves that this is not actually the case.”^ Here the 
present desire to consume either what is produced or its 
cfiuivalent is a.ssumed to be the only motive which can lead 
an individual to produce. The fact that people go on pro- 
ducing is regarded as proof that they are not “ fully provided 
with every conceivable article they desire/’ If this were 
true it would be a final and conclusive refutation of the 
idea of over-supply, liut if saving means postponed con- 
sumption, and the desire to save, as well as the desire to 
con.suine, is a vmi cuusa in production, then the fact of 
continued prodiulion affords no proof that such production 
must be required to supply articles which are desired for 
consuinpliun. Ultimately a belief that some one will 
<u>n.s<fnt to consume what is produced underlies the con- 
tinued production of “a saving person,’' but, as we shall 
see presently, the belief of a competing producer that he 
f'iin get a market for his goods, even when justified by 
event.s, Is no guarantee against excessive production in the 
whole trade. 

If, then, those who have the pow’er to consume in the 
present desire to jiostpoae their con.sumption they will 
nsfuse^ to <lemand ennsumptive goods, and will instead 
bring into existence an exccK.s of productive goods. 

S 10 , "I’Ihs <liagram on next page may serve more clearly 
to indicate the <iuantitative maladjustment of Consuming 
and Saving which constitutes under-consumption, and 
exhibits itself in a plethora of machinery and productive 
g<«>ds. 

A, IJ, C, I >, 15 represent the several stages through which 
the raw material obtained from Nature losses on its way to 
the position of a consumer’s utility. The five stages re- 
present the five leading processes in production — the 
extractive process, transport, manufacture, wholesale and 


^ bk. 111., chap. xlv. g 3. 
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retail trade. The raw materials extracted at A. tliu when 

qSerrof’thi”*?®]’ cotton etc., obtained from varioas 
globe, are gathered together in hirgo quan- 

of sIiLne undergo various transfomialioiis 

whrfwf “1 character; they are then di.stributed Iry 

mS over U> 

?2s sW?u as bread, boots, kellies, 

and meSr^ief,^^® extractive, transport, manufacturing, 
nd merchant stages may of course be subdivided into many 


mecttanism of production. 



complex processes, as aiqilied to the historv 

elaborately.produced commodities. iJut 

the process of production ther.,* mu.st .'.fintl 
plant and inachintTy c,h*sji«’/u'<l to ? 
lu-oducive goods a s^l.; s I n I ^ ^ 

rpnsiimpuon. 'I’lds fixed .-apilal is d'-noi. 
Circles placed at llu* poijjis A, JJ, (’ |) ]»* 

SSmrnLST"? ---ii'm- 

Ultimate prodmi of a senes of steiis which 
Fl«OB amilar it, 


of the niou: 
iicli point in 
u qiianlity of 
iiKiving the 
10.1(1 tovr.irds 
by tile lihick 
•, lltit ejirh 
is itself the 
'•oiifilitupr a 
eliamiei of 
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production. Consisting in ravsr material extracted from 
nature, the machinery and plant are built up by a number of 
productive stages, which correspond to A, B, C, D, E, into 
the completed shaj)es of fixed capital, adjusted to the 
positions where they can give the proper impulse to the 
main tide of production. Each productive stage in the 
production of plant or machinery retjuires the presence of 
other plant and machinery to assist its progress. Each of 
these secondary forms of fixed capital situate at a, Iff r, d, e, 
has of course a similar history of its own. To represent the 
full complexity of the meclianism of industry thus suggested 
would be confusing and would serve no purpose here. It is 
sufficient that we recognise that at each point A, B, C, T>, li, 
and at each of the points if r, d, upon the penien- 
(licular lines, stands a quantity of forms of fixed caj)ital 
which are gradually worn out in the work of forwarding 
({uunlities of A to 11, and quantities of B to C, and so on. 
Now if we turn to the point F, whem goods pass out of the 
productive machine into the hands of consumers, wlm 
ditstroy them by extracting their ‘‘utility or convenience,” 
we shall find in this ilow of goods out of the industrial 
machine the motive-force and regulator of the activity of the 
whole machine. 

i.et us take an illustration from a single trade, the 
shoe trade. 'I'lie number of butH.s and slioes pur<;ha.st‘d 
by consumers at retail shojis and drawn out from the 
im:chani.siu at the jioint F, dettirmincK the rate at which 
rctaiJers demand an<l ^^ithdraw shoes from wholesale 
merchants, assuming fc^r the sake ol aimplic:ity that all shop- 
k(H:pers deal with manufactumrs through the rnediutn of 
imfrrhant middlemen. If the number of sates cOected in a 
given time by retailers increases, they increase their dcmaml 
from the niercluints, if it falls off they lower their demand. 
'I’he quantity of goods which retailers will in normal con- 
ditions keep in slock will be. regulated by the demand of 
consumers.^ Thus the flow of shoes from D to E, and the 

^ Th« %Un‘k 4*f M sinull rctiiilcr wiU not, huwever, in all vuiy 
projioUhinalciy with the negregnte saU*^ of all claf.?»e'« of gotwls. A 
Miutll )»h(^|ikfcucr, to rvtain his custom suiU riedit, Is often n7(|uhc(l In 
a siiuiU .Min k of .a large variety i>f gtwKh not often in request, U 
he Mflh tiinu r,uht*r more quirkly, he dites not ncreswirily inru'UM' hi* 
Moi'K in haittl at any p,irth‘u):ti nme. 
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quantity of shoes which at any given time are at the i>oint 
E, are determined by the demand of consumers —tliat is in 
say, by the quantity or pace of consumption. If, owing lu 
miscalculation, a larger number of shoes stands in the retail 
shops than is required to satisfy current oonsiuiiption, or if 
the flow from D to E is faster than the outflow from K, 
this excess ranks as an over-supply of these forms of tinpital. 
Now just as the demand of consumers determines tlm 
number of shoes which stand at E and flow from I) to 1C, so 
the demand of the retailer determines the number of shoes 
which at any^ time constitutes the stock of the merchants at 
D, and the size and number of the orders they give to tlut 
manufacturers at C. Similarly with tlui carliiT i)roce.s.ses of 
production; the flow of leather from the ** tanners*^ an<i 
the quantity of leather kept in stock arc likewise- de- 
termined by the demand of the manuf;u*tiircf.s; and the 
transport of hides and bark, and the demand for tlicMj 
materials of tanning, will be regulated Uy the demands of tlm 
tanners. So the quantity of stock at each of the ix/mls 
A, B, C, D, E, and the rale of their progress from one point 
to the next, are dependent in each case upon the quantity 
demanded at the next stage. Hence it follows llial tlic 
quantity of productive goods at anytime in stock at h ufi 
the points^ in the pnnluction of shoes, and the quantity'^ 
of productive w(jrk done and employuu-nt given at 
point, is determined by the amount of <‘onsiiinption of 
shoes. ^ If we knew the numbejr of purchast^s of shoes 
made in any community by consumers in a given time, 
and also knew the condition of the imUi.sirial arts at 
the different points of production, we should be able to 
ascertain exactly how much stock and how much auxiliary 
capital was required at ouch jjoinl in the production 
of shoes. At any given tiimj the flow of consumption 
indicated by h’ dehTinines the quantity of stork ami 
plant of every kind ecoiuuuically re<iuired at «Meh point 
A, B, C, 1), li. What applies to the shoe tradt* applies 
to trade-in grMieral. (»iven the rate or (|uanlity of consump- 
tion in the community, it is possible to di-lennim: exactly 
tim quantity of stock and plant requiretl umler existing in- 
dustrial conditions to maintain this outflow of cotisutniUivc 
goods, and any stoc'k or plant in exiress of this amount 
figures as waste forms of capital or over-supply* F then is 
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the qiiantitativfj n^c^iilator of A, B, C, 1>, K.^ Nor is the 
actairacy of this staturiimt iiiqiairod hy the siieculative 
character of modern trade. S])cculative merchants or 
manufacturers may set up business at J) nr C and provide 
themselves with stock and machinery to start with, but 
unless they meet or create a growing demand of consumers 
their ppital is waste, cir (‘Lse if they succeed in getting 
trade it is at the expense <»f otlifT members of the tra<Ie, 
and their capital is made pnxluctive by negativing the 
capital of oth<*r traders. 

S r I. ^I'he truth here insisted on, that an exact quantitative 
relation exists betwetm the aiiioimt of stock and plant, 
severally and collectively, required at the dilTerent points 
A, B, C, J), 1C, and that the amount economically serviceable 
at each point is determined by the quantity of current con- 
sumption, would setnn self-evident. But though this has 
never been explicitly denied, the inii>ortant results follow- 
ing from its recognition have been obscurorl and be- 
fogge<l by^ several concet)tions and phrases relating lo 
capital which have fourtd ar'ceptiuicc among ICnglish 
economists. 

(.’hief and fonunost among those errors is the framing 
of a definition of capital so as to exclude the clear separation 
-f)f productive goods and machinery, the ct:oncjmic means, 
bom consumptive g<><»ds, the (jconornic end. So long as a 
<lrfinition of capital is taken which includes any con- 
sumptive goods whatso<;vcr, two n ‘suits follow. ()m; is a 
hopeless contusion in th<M*ommei<!ial mind, for in commerce 
i'verything is cajntal which Ibrms the stock or plant of a 
conuncrciid firm, and nothing is (jupital whieli docs not 
form part of such sirir'k or plant. S(*con<lly, to include 
under capital the food in the i)ossessiori of productive 

^ Itn)<ewiiiectcl«rmiiu'.s lhflinumtity<#r ijlnnlaml stiwk at //, r,</<1own 
cadi of the perpendicular Itnes, fer the oeniniiKl at each of these points 
in the produethm of plant unit inaclnncry is derived iroin the require- 
inents at the points A, H, (1, i), 1C. The tlow of ^piods tlisrefore up these 
channels, though slower in il^i movement (since in the main channel 
only Koodx while fixed capital is Kubjecl to tlie slower “wear 
ami tear*’), is wiitally deU-rmincii hy and derived from the omsuinp- 
tinn at F, 'i‘he whuic motive-power of the mechanism is engendered 
iit h', and the flow of money |»aid over the retail counter as it passes 
in a reverse current from K Lowartls A, supplies the necessary .stimulus 
at each prunt, <hiving the gorals another stage in their jtiurney. 
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labourers or any other consumptive goods is an abandon- , 
ment of the idea of consumption as the economic end and a 
substitution of production. 

If we follow Bohm-Bawerk and the Austrian economists 
in definitely refusing to include the consumptive goods^ of 
labourers as capital, ^ we get a conception of capital which 
is at once in accordance with the universal conception of 
commercial men, and which enables us to realise the vital 
relation between capital and consumption. We now see 
Capital in the form of stock and plant at each pointy in the 
industrial machine deriving its use and value from its con- 
tribution to the end, Consumption, and dependent for its 
quantity upon the quantity of Consumption. We have 
seen that a demand for commodities is the true and exact 
determinant of the quantity of capital at each industrial 
stage. It is therefore the determinant of the aggregate of 
wealth which can function as useful forms of capital in 
the industrial community at any given lime. The aggregate 
of plant and stock which constitute the material forms of 
capital at the points A, B, C, D, E must in a properly adjusted 
state of industry have an exact quantitative relation to the 
consumption indicated by F. If F increases, the quantity of 
forms of capital at A, B, C, D, E may severally and collectively 
increase; if F declines, the useful forms of capital at each- 
point are diminished. Since we have seen that the sole 
object of saving from the social point of view is to place 
new forms of capital at one of the points A, B, C, D, E, it is 
evident that the amount of useful saving is limited by the 
rate of consumption, or financially, by the amount of “ spend- 
ing.” Where there is an improvement in the general pro- 
ductive power of a community, only a certain proportion 
of that increased power can be economically applied to 
“saving” — to the increase of forms of capital; a due 
proportion must go to increased spending and a general 
rise in consumption. ■ 

§ 12. This will hardly be disputed, except by those who 
still follow Mill in maintaining that the whole of the current 
production could be “saved,” with llic exception of what 
was required to support the efilciency of labour, a doctrine 

* Bohm-Bawerk, Positive Theory of p. Cy. See Appendix 

I. for conflict of opinion among English economists. Cossa stigmatises 
the inclusion of laboiuers’ consumplive-gtiods utkIlt capital as one of 
“those well-Unnwn tanijlcs of imsconccjjlion whidi have proverbially 
adliclorl ICnglish econt)mhts.” (Intro, to Political /Uommyy p. 360.) 
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to which even he could only give passing plausibility by 
admitting that the increased savings which resulted from an 
attempt to do this would take the shape of luxuries con- 
sumed by the said labourers — ^Ihat is to say, would not be 
savings” at all, but a transfer of ‘^spending” from one 
class to another.^ If capital be confined to commercial 
capital, and “ saving ” to the establishment of the forms of 
such capital, no one will deny that the quantity of “saving” 
which can be effectually done by a community at any time 
depends upon the current rate of consumption, or that any 
temporary increase of such saving must be justified by a 
corresponding future increase in the proportion of spending.® 

This will be generally admitted. But there are those 
who will still object that production just as much limits 
and determines consumption as consumption does produc- 
tion, and who appear to hold that any increase in present 
saving, and the consequent increase of amount of plant and 
stock, has an economic power to force a corresponding rise 
of future consumption which shall justify the saving. This 
they urge in the teeth of the fact that in a normal state 
of industry in machine-using countries there exists more 
machinery and more labour than can find employment, and 
that only for a’ brief time in each decennial period can the 
-whole productive power of modern machinery be fully used, 
notwithstanding the increasing blood-letting to which super- 
fluous saving is exposed by the machinations of bogus 
companies, in which the “saving” done by the dupes is 
balanced by the “spending” of the sharps. Ignoring the 
fact that the alleged power of increased saving to stiniulate 
increased consumption is not operative, they still maintain 
that there cannot be too much “saving,” because the 
tendency of modern industry is to make production more 
and more “ roundabout ” in its methods, and thus to pro- 
vide scope for an ever-increasing quantity of forms of 
capital 

Under modern machinery we see a constant increase in 


^ jMnei/fes of P^lUkal Economy ^ Bk, 1 , chap. v. §3; see also 
Bk. in. , chap. xiv. § 3. . . 

® It should be noted that an increased amount of consumption in the 
future does not neces.sarily compensate for a disturbance of the current 
balance of saving and spending, for an increased proportion of future 
income will have to be spent in order to compensate. 
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the number of direct and subordinate processes connected 
with the foiwarding of any class of commodities to its com- 
pletion. A larger proportion of the productive labour and 
capital is employed, not upon the direct horizontal line, but 
upon the perpendicular lines which represent the making of 
subsidiary machinery. More and more saving may be 
stored up in the shape of machines to make machines, and 
machines to make these machines, and thus the period at 
which the “saving” shall fructify in consumption maybe 
indefinitely extended. 

Some of the labour stored and the capital established in 
the construction of harbours, the drainage of land, the 
construction of scientific instruments, and other works of 
durable nature and indirect service, may not be represented 
in consumptive goods for centuries. Admitting this, it may 
be urged, can any limits be set to present “saving” and 
its storage in forms of capital, provided those forms be 
selected with a due regard to a sufficiently distant future ? 
The answer is that only under two conditions could an 
indefinitely large amount of present “saving” be justified 
The first condition is that an unlimited proportion of this 
“saving” can be stored in forms which are practically 
imperishable; the second cojidition is that our present 
foresight shall enable us to forecast the methods of produc-^ 
tion and consumption which shall prevail in the distant 
future. In fact neither of these conditions exists. How- 
ever much present “saving” we stored in the most enduring 
forms of capital with which we are ac(iuaintcd-«-s,^.i in the 
permanent way of railroads, in docks, in drainage and 
improvement of land, a large proportion of this “fwving” 
would be wasted if the consumption it was destined to 
subserve was postponed for long."^ Neither can we predict 
with any assurance that the whole value of such “savings” 

^ It must be borne in niinil that many ariicbis of utility and enjoy- 
ment must in their final processes be produced for itnmediate consump- 
tion. The “saying” of perishable goods is confined to a laving of 
the more enduring forms of machinery engaged in their production, 
or in some few cases to a storing up of the raw material So like- 
wise that large portion of productive work termed “penottal ler- 
vices” cannot be antedalccf. These limits to the posiilbO|ty of 
'‘saving” are important. No amount of present sacriAoe fh the 
interest of the next generation could enable them to live a Wo of 
luxurious idleness. 
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will not have disappeared before a generation has elapsed 
by reason of changes in industrial methods. 

The amount of piesont “saving” which is justified from 
the point of view of the community is strictly limited. We 
cannot forecast the demand of our twentieth generation of 
descemlaiits, or the industrial methods which will then 
prevail j we do not even know whether there will be a 
twentieth generation ; there are ccitain large inevitable 
wastes in [loslponcd consumption by reason of the perish- 
ability of all material forms of wealth, or the abstraction 
of them by others tlian those for whose use they were 
intended. Moreover, we do not believe it would be good 
for our descendants to have the enjoyment of excessive 
wealth without a corresponding personal effort of producing, 
nor would it be good for us to exert effort without some 
proximate and corresponding enjoyment The limits of 
individual life rightly demand that a large proportion of 
individual effort shall fructify in the individual life. 

Thus there are practical limits set upon the quantity of 
“ saving ” which can be usefully effected by extending the 
interval between effort and enjoyment. If the right period 
be exceeded the risk and waste is too great. I'he analogy of 
gardening adduced by Ruskin is a sound one.’** By due care 
..and the sacrifice of bud after bud the gardener may increase 
the length of the stem and the size of the flower that may be 
produced. He may be said to be able to do this inde- 
finitely, but if he is wise he knows that the increased risks of 
such extension, not to mention the sacrifice of earlier units of 
satisfaction, impose a reasonable limit upon the procrastina- 
tion. The jjrojjortion of “saving” which may be and is 
applied tn establish lute-fructifying forms of wealth, differs 
not only with the different developments of the industrial 
arts, but with the foiosight and moral character of the race 
and generation. As our species of civilisation advances, 
and the demand for complex luxuries and the arts of 
supplying them advance, a larger amount of “round- 
about” production bernmes possible, and as regard for 
the future generations advances, more capital will be put 
into forms which fructify for them, But at the present in 
any given community there is a rational and a necessary 


* Runkin, Unto this Last, p. 145. 
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limit to the quantity of ** saving” which can be applied to 
such purposes. 

Secondly, we find that in fact the surplus “ saving ” over 
and'above what is needed to provide the necessary forms of 
capital to assist in satisfying current consumption is not 
absorbed in making provision for distant future consump- 
tion by more “roundabout methods.” Much of it goes 
into a mere increase of the number of existing forms of 
capital whose raiso?i d^iire lies in the satisfaction of present 
or immediately future wants. The multiplication of cotton- 
spinning-mills, of paper-mills, of breweries, ironworks, has 
gone on far faster than the growth of current consumption. 
This increase of productive machinery has not in fact been 
able to force such an increase of consumption as gives 
adequate employment to these new forms of machinery and 
to the labour which is at hand to work them. 

§ r3. It is not therefore correct to say that the rate of 
production determines the rate of consumption just as much 
as the rate of consumption determines the rate of produc- 
tion. The current productive power of capital and labour 
places a maximum limit upon current consumption, but an 
increase of productive power exercises no sufficient force 
to bring about a corresponding rise in consumption. Just 
as in a particular trade — the T^ncashire cotton trade, 
an excess of “saving” may be applied to the establishment 
of mills and machinery which cannot be kept working 
because there is no market for their output, so it i.s with 
trade in general. It is not true that the inflation of capital 
in the Lancashire trade is due to a misdirection whit:h imjfiies 
a lack of capital in some other branch of industry. In a 
period of depression every other important branch of 
industry displays the same symptoms of c*xce.ssivc plant, 
over-supply of stock, irregular and deficient employment of 
labour, though not to the same extent. Nor is there any 
d priori reason why there should not bo from lime to lime 
such general maladjustment 

It is universally admitted that from ignorance or mis- 
calculation too much new capital often flows iiito certain 
industries or groups of industry, and loo little into others; 
some are congested, others starved. All economists allow 
that temporary over-production in certain fields of industry 
IS thus caused, other fields being insuflieiently fertilised with 
capital. ^ This maldistribution of capital among the several 
occupations, they will likewise admit, involves a net waste 



MODERN CAPITALISM. 307 

f»f ptoclucti\e power: it is bad economy of production. 
Hut if this waste from misdirection in the application of 
capital at a given time is admitted as a natural occurrence, 
why is it unreasonable to expect that a general misdirection 
of capital, not as between one set of industries and another, 
but as between one period of time and another, may occur? 
In Ollier words, is it unreasonable to expect that the saving 
and in vesting classes as a whole may be deceived as to the 
amount of now capital that can be economically absorbed 
by the iiulustiial organism duiing a given period? Thus 
deceived, may they not be led from time to time to en- 
deavour to ])ut a larger amount of new capital into effective 
operation than is needed, in the actual condition of industry, 
to provide for the increased rate of consumption which will 
take place in the future? The same imperfect knowledge, 
the same short-sight which cause a local misdirection will 
also cause a temporary misdirection of capital: errors will 
arise as to the total quantity of saving that is economically 
desirable at a particular time. 

The quantitative relations actually subsisting between the 
aggregate of '‘spending” and of “saving” do not rest upon 
any such basis of direct and accurately measured self-interest 
as will serve to keep a constant just balance, calling forth 
at each time exactly that amount of saving economically 
requiied to forward the progress of industry and provide for 
the actual needs of further consumption. 

On the contrary, while it is the interest of every “saver” 
to pul his savings into the most remunerative investment 
he can find, and he normally exerts some conscious effort 
in finding it, the question how large a proportion of his 
income he shall save does not in many cases form a subject 
of serious consideration. If every one saved with a keen 
eye to the rate of interest he was to get, increasing his 
saving when interest lose, decreasing it when interest fell, 
theic would be a fairly effective economic check upon such 
ovcr-saving and consequent over-production as we perceive 
takes pUico. But in fact a great deal of the “saving” is an 
automatic process by which surplus elements of income, 
over what is needed to maintain a customary class standard 
of consumption, save themselves. Much of the saving of 
the wealthy classes is of this nature. Even with regard to 
the saving of the less wealthy, much of it is done without 
regard to the rate of interest, and some sorts of saving, 
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where the object is to secure a future income of a given size, 
are actually stimulated by a fall of interest. 

Thus there exists no automatic check upon the propor- 
tion of saving to spending, so far as the general income is 
concerned. In certain conditions of distribution, where 
the automatic self-accumulation of the surplus incomes 
of the rich play a large part in the aggregate of saving, 
it is reasonable to expect the frequent recurrence of 
a tendency to congest industry with excessive capital. 
For consideration of the industrial organism shows that 
maladjustment in the relation of “saving” to “spending” 
can only lean one way. There cannot be too little saving 
to furnish current consumption, taking the industrial com- 
munity as a whole, for it is impossible to increase the rate 
of consumption, F, faster than the increase of the rate of 
current production : any increase of the purchase of shop- 
goods by raising prices and circulating more money down 
the paths of production stimulates and strains the sinews 
of production, and if the existing machinery of produc- 
tion is inadequate it supplies a motive-power to increase 
“saving.” In no case can a community consume faster 
than it produces. An individual can do so by living on 
his capital, a nation may do so for a time by living upon 
its capital, giving to other nations by moan.s of an increa,scd, 
debt a lien upon its future wealtli. I3ut a whole industrial 
community can never live upon its capital, can never in the 
literal sense of the term “ spend t(;o much,” This state- 
ment requires a single qualification. While a coiutnktknity 
can never by “ spending ” deplete its capital, while it mxk- 
not increase its “spending” without at the same time 
increasing its real capital,^ it will doubtless be profitable 
to a progressive community to reduce its consumption for 
a while below the normal proportion in order to fully utilise 
new discoveries in the industrial arts which shall justify in 
the future increased consumption. 

With this necessary qualification it is true that a cewn- 
munity cannot exceed in the ilircclion of spending. But 
the balance may lean the other way, A community l»ay 
“ save too much/' that is to say, it may establish a kvger 

1 This does not necessarily imply a hlimnlaUon of now A 

fuller vitality (riven to existing forms ofriipiial will raise 
real capital as measured iiv Mills and machinory wtM Siv« 

no present nr future use, they emhotly lavlnir, havs no *>>**«** > 

and do not increase real cnpltal. ^ 
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quantity of i>roductivo machinery and goods than is 
required to maintain current or prospective consumption. 
What is to prevent a community consisting of a vast 
number of individuals with no close knowledge of one 
another’s actions, desires, and intentions, making such a 
miscalculation as will lead them to place at each of the 
points A, il, C, 1>, and in all or most branches of 
industry, a larger quantity of foiins of capital than are 
required ? 

It is said that the harmony which subsists between the 
social interest and the self-interest of individuals will 
prevent this, or, in other words, that individuals would find 
that if they attempted unduly^ to increase the aggregate of 
capital beyond what was socially advantageous in view of 
the community’s consumption, it would not pay them to do 
so. Is this true? 

An individual working entirely for himself, whose capital 
lay in his tools and his raw or unfinished commodities, 
would never increase the latter unduly. A socialist com- 
munity properly managed would never add to its stock 
of machinery or increase the quantity of its raw materials 
or unfinished goods, so as to leave any machines unused 
or half used, or any goods unnecessarily occupying ware- 
house room and deteriorating in quality. Jiut when com- 
petition of individual interests comes in there is no such 
security. 

It may pay individuals to build new factories and i>ul in 
new machinery where it would not pay the community to 
do so, were it the sole owner of the means of protluction. 

'J'lie knowledge that enough cajutal is already invested in 
an industry to fully supply all current demands at profitable 
prices has no power to deter the inve.stment of fresh capiUil, 
provided the ne^ inve.stor3 have reason to believe thcjir 
capital can be made to displace some existing capital owiic<l 
by othera If the ncw-comer can, by superior business 
address, by successful advertising, by ** sweating” Ins em- 

S ees m: otherwise, get hold of a poition of the business* 
erto in the bands of other firms, it will pay him to 
build new £a,ctories and stock them with the rufiuislle 
machinery, and to begin the process of manufacture, 'riu^re 
may bo in existence already more bicycle works than arc 
sufficient to supply the consumption of the community. 
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But if a would-be manufacturer thinku he can withdraw fiom 
other makers a siiflicient number of customers, lie will hU 
up works, and make new machines, though his methoils of 
production and the goods he turns out may be rio btlUT 
than those of other makers* 1'he same holds at every stage 
of production. In wholesaKi or retail distribution the fart 
that there are suAlcient warelirjuscs and shops in existence 
adcfiuatcly to supply the current demand docs not prevent 
any one from embarking new savings in more warehouses or 
shops, provided ho believes he is able to divert into his own 
firm a sufficient amount of the business formerly held by 
others. In a district two grocers’ shops may he quite, 
sufficient to sui)ply the needs of the ntfighhourhood, and to 
secure adequate comi^etitiori. Hut if a third man, by an 
attractive shop-front or superior skill in the labelling or 
adulteration of his wares, ran procure for himself an adr 
quato share of the custotn, it will pay him to put the re<iuisile 
plant and sUatk into a shop, though the trade on the one 
hand and the comimmity on the other arc no gainers ljy 
his action. 

There is indeed much lividencc to show that it may be 
to the advantage of individuals to increase the machinery of 
production, even though tlu^re is no reasonable prospect oi 
this machinery being worked at a i>rofit. It is the unaniinoii , 
testimony of business inc‘n that tlu* Lanrasltire trade has 
been congested with mills and umehinery in this way. As 
a result of aij excessive drfiire to postpone consuntplioji 
there arc considerable sums of money which cannot find a 
safe remnnerative investment Here is th« mat^l for the 
company promoter. By means of the specious falschooils 
of prospectuses he draws tliis money together; with him 
work a builder anil an archilta't who desire the contract of 
putting up the factory; il\c various firms interested in mami 
facturingand supplying ilio machinery, the Wler-maker and 
fitters of various kinds, the firm of solicitors whose scrvi< 
are requisite to placM tlui concern upon a sound legal fiitrt 
ing, or to esluldi.sh coiifidoma*, fake up shares. It is to the 
intenjst of all these and inaiiy other classes of persons to 
bring into the fiehl of production new forms of capital, 
quite indeptuidently of the {question whether the condition 
of a trade* or the cotisumption of the community have any 
need for them. 
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§ 14. These operations, which imply a conflict between 
the interests of individuals and those of the community, 
pervade all modern commerce, but are more prevalent in 
businesses where complex machinery plays a prominent 
part, or where specious advertising gives the outsider a 
larger chance of successful entry. 

In each and all of these cases it is to the interest of the 
individual to place new “ savings in new forms of capital 
in branches of industry where sufficient capital already exists 
to assist in supplying the current demand for consumptive 
goods. So far is it from being true that the self-interest of 
individuals provides an economic check upon over-supply, 
that it is possible that at each of the points of production, 
A, B, C, D, E, and in all or the majority of industries at the 
same time, there should be an excess of forms of capital as 
compared with that which would suffice for the output, F. 
The^ automatic growth of bubble companies and every 
species of rash or fraudulent investment at times of depressed 
trade is proof that every legitimate occupation for capital 
is closed, and that the current rate of saving is beyond that 
which is industrially sound and requisite. These bubble 
companies are simply tumours upon the industrial body 
attesting the sluggish and unwholesome circulation; they 
are the morbid endeavours of “saving” which is socially 
unnecessary, and ought never to have taken place, to 
find investments. When one of these “ bubble” companies 
collapses it is tacitly assumed by unthinking people that 
those who invested their money in it were foolish persons 
who might have sought and found some better investment. 
Yet a little investigation would have shown that at the 
time this company arose no opportunity of safe remunera- 
tive investment open to the outside public existed, every 
sound form of business being already fully supplied with 
capital. 

At first sight it might appear that Consols and first-class 
railway and other stocks were open, and that the folly of 
the investors in bogus companies consisted in not preferring 
a safe per cent, to a risky 5 or 10 per cent. But this 
argument is once more a return to the unsound individual- 
istic view. It was doubtless open to any individual investor 
of new savings to purchase sound securities at 2 per cent, 
but, since the aggregate of such soundly-placed capital 
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would not be inci eased, this would simply mean the dis- 
placement of an equal quantity of some one else's capital. 
A could not buy Consols unless B sold, therefore the com- 
munity to which A and B belong could not invest any fresh 
savings in Consols. Any widespread attempt on the part of 
those who plunged into bogus companies to try first-class 
investments would obviously have only had the effect of 
fuither reducing the real interest of these investments far 
below per cent The same effect would obviously 
follow any effective legal interference with company-pro- 
moting of this order. The fact that Consols and other 
first-class investments do not rise greatly at such times is, 
however, evidence that the promoters of unsound enter- 
prises succeed in persuading individual investors that their 
chance of success is not less than per cent. In many 
instances the investor may be acting wisely in preferring a 
smaller chance of much higher profits, because a secure 2 % 
per cent, may be quite inadequate to his needs. For it 
must be borne in mind that a knowledge that the new bank 
or new building society is unnecessary, because enough 
banks and building societies already exist, docs not make it 
impossible or necessarily improbable that the new venture 
will succeed. 

The objection, then, which takes the form that over- 
saving cannot exist, because the worst investments made 
with open eyes must be productive of more than that which 
could be obtained by investing in Consols, is not a valid one. 
It would only be valid on the supposition that capital were 
absolutely fluid, that the quantity of soundly-placed invest- 
ments were_ indefinitely expansible, and that new forms of 
capital had in no case the power to oust or negative the use 
of old forms of capital But this we have seen is not the 
case. If there existed absolute fluidity of competition in all 
forms of capital, the fact that interest for new investments 
stood above zero would be a proof that there was not excess 
of forms of capital. Capital appears to have this fluidity 
when it is regarded from the abstract financial point of 
view. A man who has “sav'cd’* appears to hold his 
‘"savings” in the form of bank credit, or other money which 
he is able to invest in any way he chooses. But, as we have 
seen, the real “savings,” which represent his productive 
effort plus his abstinence, are of necessity embodied in 
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somti material forms, and are therefore devoid of that 
fluidity which appears to attach to them when reflected in 
bank money. 

§ 1 5. The evils of trade depression, or excessive growth 
of the fuims of capital beyond the limits imposed by con- 
sumption, are traced in large measure directly, but also 
indirectly, to the free play of individual interests in the 
development of machine-production. The essential irregu- 
larities of invention, the fluctuations of public taste, the 
artificial restiictions of markets, all enable individual capi- 
talists to gain at the public expense. The added interests 
of its individual members do not make the interest of the 
community. All these modes of conflict between the indi- 
vidual and the public interest derive force from the com- 
plexity of modern capitalist production. 

In fastening upon the uncontrolled growth of niachinei7 
the chief re.sponsibility for that depression of trade which is 
derived from an attempt to devote too large a proportion of 
the productive power of the community to forms of “saving,” 
two points should be clearly understood. 

In the first place, it is the forms of capital and not real 
capital which are produced in excess. If there are 500 
spinning-mills in I.ancashire where 300 would suffice, the 
destruction of 200 mills would no whit diminish the amount 
of real capital. If 200 mills were burnt down, though the 
individual owners would sustain a loss, that loss, estimated 
in money, would be compensated by a money rise in the 
value of the other mills. The quantity of real capital in 
cotton-spinning is dependent upon the demand for the use 
of .such forms of capital— that is to say, upon the consump- 
tion of cotton goods. If 300 mills are sufficient to do the 
work of supplying yarn to meet the demand of all manufac- 
lurtTS, the value of 500 mills is no greater than of 300; 
assuming that the 500 mills equally distributed the trade, 
it would simply mean that the real capital was thinly spread 
over 500 mills, which could only work a little over half-time 
without producing a glut of goods, instead of being con- 
centrated upon 300 mills fully occupied. 

'Turning once more to the diagram, 

a h c d ^ . 

--■'</ (consumption), 
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/ (the current rate of consumption) determines the quantity 
of real productive power of capital that can be effectively 
employed at each point, r, d, e. The condition of the 
arts of industry, including the rates of wages and other 
conditions of the labour market, determines how many 
forms of capital (mills, warehouses, ironworks, raw material, 
etc.) at any given time are socially requisite to embody 
this capital. But though / has an economic power to forct; 
into existence the requisite minimum of these forms of 
capital, it has no power to prevent the pressure of indi- 
vidual interests from exceeding that minimum and planting 
at a, 3, dj e more forms of capital than are required. 

Secondly, over-production or a general glut is only an 
external phase or symptom of the real malady* The disease 
is under-consumption or over-saving. These two imply one 
another. The real income of a community in any given 
year is divisible into two parts, that which is produced and 
consumed, that which is produced and not consumed — 
is saved. Any disturbance in the due economic proportion 
of these two parts means an excess of the one and a defect 
of the other. All under-consumption therefore implies a 
correspondent over-saving. This over-saving is embodied 
in an excess of machinery and goods over the quantity 
economically required to assist in maintaining current 
consumption. It must, however, be remembered that this 
over-saving is not measured by the quantity of new mills, 
machinery, etc., put into indu.stry. When the mechanism 
of industry is once thoroughly congested, over-saving may 
still continue, but will be represented by a progressive 
under-usc of existing forms of capital, tliat unemployment 
of forms of capital and labour which makes trade depression. 

^ An increased quantity of saving is rcriuisite to pro* 
vide for an expoclcd increase of consumption arising 
from a growth of population or from any other cause. Such 
increased saving is of course not over-saving. The propor- 
tion, as well as^ the absolute amount of the conimunii/s 
income which is saved, may at any lime bo legitimately 
increased, provided that at some not distant lime an 
increased proportion of the then current income be con- 
sumed. If in a progressive community the proportion of 
“saving ” to consumption, in order to maintain the current 
standard of living with the economic minimum of “forms*** 
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of capital, be as 2 to 10, the proportion of saving in any 
given year may be raised to 3 to 9, in order to provide for a 
future condition in which saving shall fall to i to ii. Such 
increased “saving” will not be over-saving; the forms of 
capital in which it is embodied will not compete with 
previously existing forms so as to bring down market prices. 
The efforts which take the form of permanent improvements 
of the soil, the erection of fine buildings, docks, railways, 
etc,, for future use, may provide the opportunity to a com- 
munity of increasing the proportion of its savings for a 
number of years. But such savings must be followed by 
an increased future consumption without a correspondent 
saving attached to it. The notion that we can indefinitely 
continue to increase the proportion of our savings to our 
consumption, bounded only by the limit of actual neces- 
saries of life, is an illusion which places production in the 
position of the human goal instead of consumption. 

§ 16. Machinery has intensified the malady of under-con- 
sumption or over-saving, because it has increased the oppor- 
tunities of conflict between the interests of individuals and 
those of the community. With the quickening of competi- 
tion in machine industries the opportunities to individuals 
of making good their new “ savings by cancelling the old 
“ savings’’ of others continually grow in number, and as an 
ever larger proportion of the total industry falls under the 
dominion of machinery, more and more of this dislocation 
is likely to arise; the struggles of weaker firms with old 
machinery to hold their own, the efforts of improved 
machinery to find a market for its expanded product, 
will continue to produce gluts more frequently, and the 
subsequent checks to productive activity, the collapse of 
businesses, the sudden displacement of large masses of 
labour, in a word, all the symptoms of the malady of 
“depression " will appear with increased virulence. 

It must be clearly recognised that the trouble is due to 
a genuine clash of individual interests in a competitive 
industrial society, where the frequent, large, and quite incal- 
culable efifects of improved machinery and methods of 
production give now to this, now to that group of com- 
petitors a temporary advantage in the struggle. It was 
formerly believed that this bracing competition, this free 
clash of individual interests, was able to strike out harmony, 
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that the steady and iiitelligeiiL jjursuit by each of his own 
separate inte^cest formed a sure basis of industrial order and 
induced the most effective and serviceable disposition of 
the productive powers of a community. 

It now appears that this is not the case, and that the 
failure cannot in the main be attributed to an imperfect 
understanding by individuals of the means by which their 
several interests may be best subserved, but is due to the 
power vested in individuals or groups of individuals to 
secure for themselves advantages arising from improved 
methods of production without regard for the vested in- 
terests of other individuals or of society as a whole. 
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CHAPTER XII- 

MACHINERY AND DEMAND FOR LABOUR. 

I. The Influmce of Machinery upon the mmber of 
Employed^ dependent on elasticity of demand^^ 

§ 2. Measurement of direct effects on Employ 7 nent in Staple 
Manufacturers. 

S 3. Fallacy of the Separatist Measure of Employment. 
j\. Infiuefice of Introductiofi of Machmery upon Regularity 
of Employment 

§ S' Effects of^^ Unorganised^^ Machine-industry upon Regu- 
larity. 

S 6. Different Ways in which modern Industry causes Un- 
employ 7 nent 

S 7. Summary of Gmeral Conclusions. 

§ 1. In discussing the direct influences of machinery upon 
the economic position of the labourer we must distinguish its 
elTects upon (t) the number of workers employed; (2) the 
regularity of employment; (3) the skill, duration, intensity, 
and other qualities of labour; (4) the renumeration of 
labour. 'I'hough these influences are closely related in 
complex interaction, it is convenient to give a separate 
consideration to each. 

(1) Effects of Machinery upon the number of Employed . — 
The motive which induces capitalist employers to introduce 
into an industry machinery which shall either save labour 
by doing work which labour did before, or assist labour by 
making it more efficient, is a desire to reduce the expenses 
of production. A new machine either displaces an old 
machine, or it undertakes a process of industry formerly 
done by hand labour without machinery. 

In the former case it has been calculated that the 
expenses incurred in making, maintaining, and working the 
new machines so as to produce a given output will be less 
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than the corresponding expenses involved in the use of the 
old machines. Assuming that the labour of making and 
working the new machines is paid nt no lower rate than the 
labour it displaces, and that the same proportion of the 
price of each machine went as wages and as profits, it must 
follow that the reduction of expenses achieved signifies a 
net displacement of labour for a given quantity of pro^ 
duction. Since the skilled labour tif making new raarhines 
is likely to be paid higher than that of making more old 
machines, and the proportion of the price which goes as 
profit upon a new invention will be higher than in the case 
of an old one,^ the actual displacement of labour will 
commonly be larger than is represented by the difierence in 
money price of the two machines. Mfjreover, since in thr 
case of an old manufacturing firm tlic cost of discarding a 
certain amount of existing machinery must be reckoned in 
the substitution of new machinery for old will generally 
mean a considerable displacement of labour. 

Similarly, when a new process is first taken ov<t i>y 
machinery the expenses of making and working the machines, 
as compared with the expenses of turning out a given pro 
duct by hand labour, will, other things Inking uqual, involv** 
a net diminution of employment, Thu fact tlint tho nuw 
machinery is introduced is a proof that there In a nrl 
diminution of employment as regards a given oiitpiil ; loi 
otherwise no economy would be effected. 

What then is meant by the slatemmit so generally made, 
that machinery gives more employment than it taki‘s away 
—that its wider and ultimate efiect is ncjt to (hminisli the 
demand for labour? 

The usual answer is that the economy elTcclOfi by labour, 
saving machinery in the expenses of pioduclion will, 
through competition of producers, be rellected in a lower 
scale of prices, and this fall of prices will stimulalc (*on- 


1 Against this we may set the possihiUty of a fall in ilir tMn of 
interest at which manufacturers may he sihh* to hoimw raphul in unler 
to set up improved machinery, Wheie an eniuniuy can !«• rflVcled in 
this diieclion, the displaccuieut of laljour due to the inlrfMhirtion of 
machineiy may nut he so lar^v*-f.r,, it will juy a lUiimiUeiuri'r to 
introduce a new machine wliich only **. saves” a small iumanit ol 
money, if he can efiucl the change at a cheap rale of luiuowiiig, (Cf. 
Mmshall, Pnnei/Us of Mcofiomu'Sf 2nd etUl,, pp, 569, 570.) 
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sumption. Thus, it is urged, the output must be greatly 
increased. When we add together the labour spent in 
producing the machinery to assist the enlarged production, 
the labour spent in maintaining and working the same, and 
the labour of conveying and distributing the enlarged pro- 
duction, it will be found that at least as much labour is 
required under the new as under the old conditions of 
industry. So runs the familiar argument. 

The following is a fair example of the argument which 
has passed current, drawn from the pages of a competent 
economic writer: — 

“The first introduction of machinery may indeed dis- 
place and diminish for a while the employment of labour, 
may perchance take labour out of the hands of persons 
otherwise not able to take another employment, and create 
the need for another class of labourers altogether; but if it 
has taken labour from ten persons, it has provided labour 
for a thousand. How does it work? A yard of calico 
made by hand costs two shillings, made by machineiy it 
may cost fourpence. At two shillings a yard few buy it ; 
at fourpence a yard multitudes are glad to avail themselves 
of it. Cheapness promotes consumption; the article which 
hitherto was used by the higher classes only is now to be 
seen in the hand of the labouring classes as well. As the 
demand increases, so production increases, and to such an 
extent that, although the number of labourers now employed 
in the production of calico may be immensely less in 
proportion to a given quantity of calico, the total number 
required for the millions of yards now used greatly exceeds 
the number engaged when the whole work was performed 
without any aid of machinery.” ^ 

Now, turning from the consideration of the particular 
instance, which we shall find reason to believe is peculiarly 
unfortunate when we deal with the statistics of the cotton 
industry, it must be observed that economic theory makes 
dead against this d priori optimism. Ignoring, for the 
sake of convenience, the not impiobable result that an 
economy of production may, at any rate for a time, 
swell profits instead of reducing prices, it will be evi- 
dent that the whole value of the argument turns upon 


1 Leone Levi, Wofl and Pay, p. 2S. 
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the effect of a fall of price in stimulating increased 
consumption. Now the problem, how far a given fall in 
price will force inci cased consumption, we have found in our 
discussion of monopoly prices to involve extremely intricate 
knowledge oF the special circumstances of each case, 
and refined calculations of human motives, Kverylhing 
depends upon “elasticity of demand,” and we are certainly 
not justiiied in assuming that in a particular industry a 
given fall of prices due to machine-production will slimu 
late so large an increase of consumption that employment 
will be given to as many, or more persons than were 
formerly employed. On the contrary, if we apply a 
similarly graduated fall of prices to two different classes of 
goods, we shall observe a widely different effect in Iho 
stimulation of consumption. A reduction of fifty per cent, 
in the price of one class of manukicturcd goods may tn^hle 
or quadruple the consumption, whilij the same reduction in 
another class may increase the consumption by only tw«‘nty 
per cent In the former case it is probable that the 
ultimate effect of the machinery which has produced the 
fall in expenses of production and in prices will he a 
considerable increase in the aggregate demand for labour, 
while in the latter case there will be a net rlisplaoement. It i'l 
therefore impossible to argue <) //wv that the ultimate efftM t 
ofa particular introduction of machinery must be tin iiureaseil 
demand for labour, and that the labour tlisplactMl by the 
machinery will be directly or indirectly ab.sorbcd in forwarding 
the increased production caused by machinery. J I is allcgt *(1 
that the use of steam-hammers has displaced nine <if iln* 
ten men formerly required, that with modern inadiinery one 
man can make as many bottles as six men mnrle funuerly, 
that in the boot and shoe trade one man ran do tiir work 
five used to do, that the mamifiieturc of ai'iirulliiral 
implements 600 men now do the work which rjfli*cn or 
twenty years ago required tlms ^lisplauin!? 1515,” 

and so forth.-'' Now in some oi fhese cases wt? .sliull liiid 
that the fall of pricas following such dis|>lar(‘inenl‘; has li*rl 
to so large an increase of demand that more persons an* 


^ SlalemcTit hy Mr. Sli.'iftop, nf lie* Trndi-. Union 

fress, ifSSft; cf. C'luroU li. WiiglU, m hhiushial I 

Washington, iSSf), )ip. Sur^ii. 
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directly engaged in these industiies than before; in other 
cases this is not the case. 

The following quotation from a speech made at the In- 
duslrial Remuneration Conference in 1885 will present the 
most eflective ci iticism upon Professor Leone Levi’s position : 

“In caipet weaving fifty years ago the workman drove 
the shuttle with the hand, and produced from forty-five to 
fifty yards per week, for which he was paid from gd. to is. 
per yard, wliile at the piesent day a girl attending a steam 
loom can produce sixty yards a day, and does not cost her 
employer r J^d. per yard for her labour. That gill with her 
loom IS now doing the work of eight men. The question 
is, How are these men employed now? In a clothier's 
establishment, seeing a girl at work at a sewing machine, he 
asked the employer how many men’s labour that machine 
saved him. He said it saved him twelve men’s laboui. 
'Phen he asked, ‘What would those twelve men be doing 
now?’ ‘Oh,’ he said, ‘ they will be much better employed 
than if they had been with me, perhaps at some new 
indiisliy.’ lie asked, ‘What new industry?’ But the 
employer could not point out any except photography; at 
last he said (liey would probably have found employment in 
making sewing machines. Shortly afterwards he was asked 
to visit the Ameiicaii Singer Sewing Machine Factory, near 
Glasgow. lie got lliis clothier to accompany him, and 
when going over the woiks they came upon the very same 
kind of niarhiiies as the clothier had in his establishment, 
'riien he put the question to the manager, ‘How long would 
it take a man to make one ol these machines?’ He said 
he could not hill, as no man made a machine; they had a 
more expedilioiis way of iloing it than that — there would be 
upwards of ihiity nujn employed in the making of one 
machine ; hut he said ‘if they were to make this particular 
kind of niachino, they would turn out one for every four 
aiul a half clays’ work of each man in their employment’ 
Now, there was a machine that with a girl had done the 
work of twelve men for nearly ten yeans, and the owner of 
that machine was uiuh r the impicssion that these twelve 
men would he employed in making another machine, while 
four and a lialf days of each of these men was sufllcient to 
make anotiuT marliine that was capable of di.splacing other 
twelve mon.” 


21 
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In ca.scs like the above we must, of course, bear in mind 
that a diminution of employment in the several manu- 
facturing processes directly and indirectly engaged in for- 
warding an industry, is not of itself conclusive evidence 
that the machinery has brought about a net displacement of 
labour. If the output is increased the employment in the 
extractive, the transport, and the various distributing pro- 
cesses may compensate the reduction in making goods and 
machinery. 

§ 2. The industrial history of a country like England can 
furnish no sufficient data for a conclusive general judgment 
of the case. The enormous expansion of production in- 
duced by the application of machinery in certain branches 
of textile industry during the first half of this century indis- 
putably led to an increased demand for English labour in 
trades directly or indirectly connected with textile produc- 
tion. But, in the first place, this cannot bo regarded as a 
normal result of a fall of prices due to textile machinery, 
but is largely attributable to an expansion in the area of 
consumption— the acquisition of vast new markets — in 
which greater efficiency and cheapness of transport played 
the most considerable part. Secondly, assuming that the 
more pressing needs of the vast body of consumers are 
[ready satisfied by machine-made textile goods, we are not 
1 : liberty to conjecture that any further cheapening of 
,oods, owing to improved machinery, will have a corre- 
spondent effect on consumption and the demand for labour. 
If England had been a self-contained country, manufactur- 
ing only for her own market, the result of machinery applied 
to textile industries would without doubt have been a con- 
siderable net displacement of textile labour, making every 
allowance for growth of population and increased home 
consumption. The expansion of English production under 
the rapid development of machinery in the nineteenth cen- 
tury cannot therefore be taken as a right measure of the 
normal effects of the application of machinery. 

Neither in economic thcoiy nor in industrial praclicn is 
there any justification for the belief that the net result of 
improved machinery is a mnintenanre cr an incK'nsti rff 
employment within the particular tnule, or even within the 
group of the interdependent trades engaged in producing or 
supplying a class of commodities. Still less support is there 
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for this belief as applied to the trade of a particular locality 
or national area. While the introduction of new labour- 
saving machinery in type-setting and printing has been 
followed by so large an exj^ansion of business as to employ 
increased numbers of workus, recent improvements in most 
British textile mills, cotton, woollen, hemp, etc., have been 
followed by an absolute reduction of employment. 

"rhe following figuies^ exhibiting the relative growth in 
llie consumption of raw cotton in Great Britain and the 
number of persons employed in cotton manufacliire from 
I1S54 to 1891 affords a general indication of the influence 
of impu)vf‘d machinery and methods of production upon 
quantity of employment: — 



ConMiuiptlon of Raw Cotton. 
Mtllluij Cwt^i. 

Persons employed in 
Col tun and Laoe TiadiiS 
(iiirluding Dealers). 

1^54 ... 

... 1 • . ^*9 * * * 

627,819 

1861 ... 

... ... 9 ® 

... 660,231 

1871 ... 

... ... 10.8 I. a 

647,633 

i88i ... 

... ... 1 2.9 ■ * 

664,379 

189] ... 

... ... 14*9 ' * 

683,075 


'J’he same economy of labour, though less marked, is 
ii. evidenced in the statistics of the relative growth of the con- 
sumption of iron in the United Kingdom and the number 
of persons employed in iion and steel trades. 



F.stlinatfil Cim«>iuii|iiinii of Pig Iron 
Milhuu 'ritiis 

Pel sons employed in Iron 
anrl Steel Tiade'i. 

1854 

■ 1. ••• 2i) ... ... 

110,40s (Census 1S50) 

iXfji 

... 3"3 *•’ 

M9,36 i 5 

1871 

. I • ... 5*6 ■ • • • ♦ • 

333,44a 

iiSHi 

... 6. 7 «•» ••• 

341,346 

345, »47 

1891 

... * • 1 6.6 ... . ■ . 


ICven if we take account of the industries subsidiary to 
such particular manufactures and the tiansport and dis- 
tributive employment of handling the larger quantities of 
cheapened goods, we cannot conclude that the net effect of 
ceitain improved machinery will not be a reduction in the 
qiiaiUity of employment. 

'Mie statistics of employment given in Chapter XVT point 
to the conclusion that the further a nation advances in the 

* Cd. lyGi, p. 3f57. 
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application of labour-saving machinery to Ihe proclurtion of 
those goods which satisfy the primary needs of the popula- 
tion the smaller the proportion of the total cmplnyL‘d cla^s 
enoa^ed in these productive processes. J’hc bust availal»lri 
stalislics in various countries indicate that Hu* proportion oi 
employment afforded by the staple mauulartiirrs as a 
diniinishes after modem machine inotliods aic wrll uslab- 
lished, and that the tendency is strongest in ui.'inu- 

faclures engaged in supplying ordinary classics of lextili^, 
metal, and other goods in the home markets. 

§ 3. In order to judge the net eflect of lalKUir-saving 
machinery upon the volume of employment a wider view is 
necessary. If the first effect is to cheapen goods, wo neotl 
not look to the expansion of demand for this class of goodi; 
to absorb the labour which it is the object of the inlrf>fliif'tifm 
of the machine to displace. We must look to the (ixiiansir ui 
of demand for other sorts of goods duo to the appliratifui 
of the elements of income saved by the fall of prices in this 
first class of goods. If cotton goods arc* cheaper owing to 
improved methods of pioduction, the chief result nuiy bo 
the increased demand for foods, other clothing, furniture, 
etc,, due to the expenditure of a smaller propoilion of the 
general income upon cotton goods. 

A clear grasp of the interdcpundcnc’y of niailo (s, through 
the law by which incomes arc spent in securing tin; greatest 
aggregate utility of consumption-goudii, exposes thi* tab 
laciousness of seeking to te.st the gonurnl f^Hbctf; of 
machinery upon employment by the separatist nictlioil. 

This wider outlook enables us to conclude that though 
the effect of machinery may sometimes bn a rcdiit-iinn of 
employment in a special trade or group of tra<lr*,«5, tlin 
general result must be to maintain llui same ag,-;n:gntii 
volume of employment as before, provided that the iiu'fnnc 
liberated from a particular demand is aiiplicil tf> other 
demands for commodities. If a class of Ilrilish rnnsiinu-rs 
has been spending 10 per cent, of its income upon nrlinlufi 
of food, or of clothing, and improved methods of ])rodiir- 
tion or of transport reduces the price of those gnod'i by half; 
the saved 5 P^r cent, of this class income, cxpendtal upon 
other sorts of commodities, will afford as munh (unploy- 
ment for labour as has been saved In the fowl or cblfiinu 
trades. " 
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If, ab may be objected, there is a simultaneous tendency 
to leduce the pi ices of most articles of ordinaiy consump- 
tion by applymy, machine methods of production and 
tiansport, the noiinal lesult would be to stimulate new 
waiUb, and so to create new channels of production yielding 
employment to displaced labour. That this is in fact the 
normal opeiation of economic forces in the world of 
inilusiry, wlieie this normal operation is not impeded by 
ovLr-saving, no one can seriously doubt. 

It the impioveinents of machine-methods weie regular, 
gradual, and cuiitinuous in ilia several industries, no con- 
si dei able ellecL m reducing the volume of employment 
would ocLUi : the young labour ripening for the labour 
market would flow into the industries which were increasing 
their employment, and the decline of employment in other 
industiics would be met by the normal mortality of the 
wotkers engaged in them, 01 by the slow transfer to other 
related trades. 

IluL where indusliial improvements are sudden, iiregular, 
and incalculable, this natuial adjustment is not possible. 
It is tins irregular action of machine-development which 
has proved so injurious to large bodies of labourers whose 
employment is subjected to a sudden and large shrinkage. 
From time to time great numbers of skilled workers find 
the value of their personal skill cancelled, and are driven 
either to acquire a new skill or to compete in the unskilled 
labour iiuuket for a lower livelihood. 

Whore by a ngoious system of protection a trade is 
virtually restricted to the home market, these dislocations 
iHC larger, more frequent, and more injurious than where 
freedom of commerce affords more elasticity of foieign 
trade. This is a chief reason why, during recent waves of 
general industrial depression moving over the industrial 
world, the amount of unemployment has been gieater in 
high-tariff nations, such as France, Germany, and the United 
States, than in Great Butain.^ 

This irregularity in machine-development, involving large 
leinporaiy displacements of labour at ceitain limes, is of 
course no inconsiderable factor in the problem of un- 

' Cf. Meiiifiiandum on British and Foieign Trade, Cd. 2337 
(Sucuiiil Sciiub, Boaid of Trado). 
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employment, though subsidiary to the main cause as 
defined in Chapter XT. 

In an industrial society where the state of distriljulion of 
income was such that every saving in the general ex- 
penditure upon a particular commodity, due to improved 
machinery or other economy, automatically stimulated an 
increased expenditure upon other commodities, the brisk 
condition of general trade thus generated would (quickly 
and easily absorb the labour displaced in the individu«al 
trade in question. If British trade remained normally in 
the condition of the year 1900 (as it might if the artificial 
stimulus then temporarily operative were replaced by a 
normal natural stimulus) no complaint of the influenre 
of machinery in diminishing employment would be 
heaid. 

§ 4. Under actual conditions of industry, however, the 
disturbing influence of machine-economy upon regularity, as 
distinct from volume, of employment is vciy considerable. 
We have so little means of measuring the irregularity of 
employment before the industrial revolution that it is not 
possible to judge whether former leakages were as large as 
those in recent times: the waste due to sudden new 
methods of production was certainly less, but the liinitn- 
lions of and interferences with markets may have caused a 
net amount of waste quite ns injurious to trade. 

When agriculture was relalively so much nioic important 
a branch of industry than now, and manufactures were 
more dependent upon local supplies of raw materials, 
climatic and other natural disturbances must have occa- 
sioned great irregularity of emjdoyment. 

Two points, however, arc raised by Professor Niclu^lsou 
which deserve consideration. He finds two laws or 
tendencies which operate to reduce tlie disturbing in- 
fluence of machineiy. He holds (1) that a radical change 
made in the methods of production will be gradually and 
continuously adopted; (2) that these radical changes- » 
these discontinuous leaps —tend to give place to advances 
by small increments of invention,^ 

History certainly shows that the fuller application of 
great inventions has been slow, though Professor Nicholson 


1 J. 6. Nichulsun, Effects oj MaJutitry on p. 33. 
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somewhat over-estimates the mobility of labour and its 
ability to provide against impending changes. The story of 
the introduction of the power-loom discloses terrible suffer- 
ings among the hand-weavers of certain districts, in spite of 
the gradual manner in which the change was effected. The 
fact that along with the growth of the power-loom the 
number of hand-looms was long maintained, is evidence of 
the immobility of the hand-weavers, who kept up an irregular 
and ill-paid work through ignorance and incapacity to adapt 
themselves to changed circumstances.^ In most of the 
cases where great distress has been caused, the directly 
operative influence has not been introduction of machinery, 
but sudden change of fashion. This was the case with the 
crinoline-hoop makers of Yorkshire, the straw-plaiters of 
Bedfordshire, Bucks, Herts, and Essex.^ The suddenly- 
executed freaks of protective tariffs seem likely to be a 
fruitful source of disturbance. So far as the displacement 
has been due to new applications of machinery, it is no 
doubf: generally correct to say that sufficient warning is 
given to enable workers to check the further flow of labour 
into such industries, and to divert it into other industries 
which are growing in accordance with the new methods 
of production, though much suffering is inflicted upon the 
labour which is already specialised in the older method of 
industry. 

Moreover, the changes which are taking place in certain 
machine industries favour the increasing adaptability of 
labour. Many machine processes are either common to 
many industries, or are so narrowly distinguished that a 
fairly intelligent workman accustomed to one can soon 
learn another. If it is true that ‘Uhe general ability, which 
is easily transferable from one trade to another, is every year 
rising in importance relatively to that manual skill and 
technical knowledge which are specialised in one branch of 
industry,”^ we have a progressive force which tends to 
minimise the amount of unemployment due to new applica- 
tions of specific machinery. 

Professor Nicholson's second law is, however, more spccu- 

^ Babbage, Economy of ManuJaUuros^ p. 230. 

* Cf, Thorpld Rogers, Political Economy (18O9), pp. 78* 79 - 

® Marshall, Prinnples of Economics, p. 607; cf. Cunningham, Uses 
anJ Abuses of Money, p, 59. See, however, infra Chap. ix. 
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ktive and less reliable in its action. It seems to imply some 
absolute limit to the number of great inventions. Radical 
changes are no doubt generally followed by smaller incre- 
ments of invention; but we can have no guarantee that 
new radical changes quite as important as the earlier ones 
may not occur in the future. There are no assignable limits 
to the progress of mechanical invention, or to the rattj at 
which that progress may be effected. If certain preliminary 
difficulties in the general application of electricity as a 
motor can be overcome, there is every reason to believe 
that, with the improved means of rapidly coniiJiunic‘atin;{ 
knowledge we possess, our factory system may be reoiganised 
and labour displaced far more rapidly than in the case of 
steam, and at a rate which might greatly exceed the capar ity 
of labour to adjust itself to the new industiiul eonditinns. 
At any rate we are not at liberty to take for granted that 
the mobility of labour must always ktjep ])ii<‘e with the 
application of new and labour-disturbing invenlhmii, Siiuc 
we are not able to assume that the mark<;t will be <?xlended 
^an J^assu with the betterment in methods of production, it 
IS evident that improvements in inaohiiiery must be reckoned 
as a normal cause of insecurity of employment. 1'he loss of 
employment may be only temporal y,” but as the lif<i of a 
working man is also ternpoiary, such hniS may as a distinb 
ing factor in the working life have a considerable imiioitann-. 

§ S- (^) Whether machinery, apart from the changi.vs due to 
its introduction, favours regularity or irregularity of employ 
ment, is a cpiestion to which a tolerably definite aij.sw(jr ran 
be given. _ The structure of the individual factory, with its 
ever-growing quantity of expensive machinery, would seem 
at first sight to furnish a direct guarantee of regular employ^ 
ment, based upon the self-interest of the capitalist. Simte 
of the “sweating” trades of London are .said to be main 
tained by the economy which ran be effected by i-in]>lo)vi.s 
who use no expensive plant or luaehiuery, and who am 
able readily to increase or diminish the iiuiuImt of their 
employees so as to keep i^ace with the demands of some 
“season” trade, such as fur-pulling or artificial fiowrrs. 
When the employer has charge of omonnoiis <iunntitit:s of 
fixed capital, his individual interest is strongly in favour of 
full and regular employment of labour. On this account, 
then, machinery would seem to favour regularity of employ 
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muiit. On the other hand, Professor Nicholson has ample 
evidence in support of his statement that “ great fluctua- 
tions in puce occur in those commodities which require for 
their production a large proportion of fixed capital. These 
fluctuations in prices are accompanied by corresponding 
fluctuations in wages and irregularity of employment. In 
a word, while it is the interest of each producer of 
machine-made goods to give regular employment, some 
wider industrial force compels him to irregularity. What 
is this foice? It is uncontrolled machinery. In the 
several umLs of machine-production, the individual fac- 
tories or mills, we have admirable order and accuiate 
adjustment of parts ; in the aggregate of machine-production 
we have no organisation, but a chaos of haphazard specula- 
tion. “ Industry has not yet adapted itself to the changes 
in the environment produced by machinery.” That is all. 
Under a monetary system of commerce, though commo- 
dities still exchange for commodities, it is an essential con- 
dition of that exchange that those who possess purchasing 
power shall be willing to use a sufficient proportion of it to 
demand consumptive goods. Otherwise the production of 
productive goods is stimulated unduly while the demand 
for consumptive goods is checked, — the condition which 
the business man rightly regards as over-supply of the 
material forms of capital, When production was slower, 
markets'^ narrower, credit less developed, there was less 
danger of this big miscalculation, and the corrective forces 
of industiy were more speedily effective. But modern 
machinery has enormously expanded the size of markets, 
the scale of competition, the complexity of demand, and 
production is no longer for a small, local, present demand, 
l)ut for a large, world, future demand. Hence machinery is 
the direct material cause of these great fluctuations which 
bring, as their most evil consequence, irregularity of wages 
and employment. 

j Effah of Machinery on WageSf j). 66. 

“An incicasc in Oie sp-icc-arca of a niarkcL may, however, in some 
cabcs make a trade moic .steady, especially in the case uf an aiLicle 
of luxury subject to local lluclualions of fashion, etc. A naiiow silk 
inaikeL fur England nieaiiL fluctuating employment and low sUlll. An 
open market gave improved skill and stability, for though silk is still 
the most unsteady of the textile industries, it is far less fliicluating limn 
was the case in the eighteenth century. (Cf. Porter, p 225 ) 
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How far docs this tend to riijlit itself? Piofessor 
Nicholson believes that time will compel a belter adjust- 
ment between machinery and its environment. 

“The enormous development of steam communication 
and the spread of the telegraph over tlie wiiole ^dobe have 
caused modern industry to develop from a gigantic star-fish, 
any of whose members might be destroyed without affecting 
the rest, into a /^cya foioi' which is convulsed in agony by a 
slight injury in one part A depression of trade is now 
felt as keenly in America and even in our colonics as it is 
here. Still, in the process of time, with the increase of 
organisation and decrease of unsouud speculation, this 
extension of the market must lead to gi eater stability of 
prices; butatpicsent the disturbing forces often outweigh 
altogether the supposed princitial elements."^ 

The organisation of cajiilal under the i>ressure of these 
forces is doubtless proceeding, and sueli organisalion, when 
it has proceeded far enough, will indisputably lead to a 
decrease of unsound sp'*( ulation. ihit tlntsc steps in 
organisation have been takcai precisely in those industries 
which employ large quantities of fixed capital, and the 
admitted fact that severe fluctuations still take place in 
these industries is proof that the steadying influemv^s of 
such organisation have not yet had time to assert them- 
selves to much purpose. 'I'he rouipetilion of larger ami 
larger masses of organised capital seems to induce heavier 
speculation and larger fluctuations. Not until a whole 
species of capital is organised into some form or dtgretj of 
“combination” is the steadying influence of orgaiii.sation 
able to predominate. 

§ 6, But there is also another force which, in ICngland at 
any rate, under the increased application of machinery, makes 
for an increase rather than a diminution of sjicculative 
production. It has been seen that the projiortion of 
workers engaged in producing conifort.s and luxuries is 
glowing, while the proportion of those producing the prime 
necessaries of life is declining. How far the operation of 
the law of diminishing relurn.s will allow this tendency to 
liroceed we cannot here discuss. But .statistics show lliat 
this is the present tendency both in Kngland and in the 
United States. Now the demand for comforts and luxuries 
^ Op. p. Z17. 
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is t;bSv.nLiaUy aiOiC irregular and less amenable to coni- 
meicial calculation than the demand for necessaries. The 
greatest economies of machine-production are found m 
industries where the demand is largest, steadiest, and most 
calculable. Hence the effect of machinery is to drive ever 
and ever larger nunibcis of workers from the less to the 
more unsteady employments. Moreover, there is a marked 
tendency for the demand for luxuries to become more 
ii regular and less amenable to calculation, and a corre- 
sponding irregulanty IS imposed upon the trades engaged 
III producing them. 'I'wenty years ago it was possible for 
Coventry ribbon-weavers to “make to stock” during the 
winter months, for though silk ribbons may always be 
rlassed as a luxury, certain patterns commanded a toler- 
ably steady sale year after year. Now the fluctuations of 
fashion are much sharper and more frequent, and a far 
larger proportion of the consumers of ribbons are affected 
by fashion -f:liiingcs. Hence it has become more and more 
diifirult to forecast the inaiket, Jess and less is made to 
stock, more and more to ordei, and orders are given at 
sliorLer and shorter notice. So looms and weavers kept 
idle during a large part of the year are driven into fevcied 
activity of manufacture for short irregular periods. The 
same applies to many other season and fashion trades. 
The irregulaiity of demand prevents these trades from 
reaping llie full advantages of the economies of machinery, 
1 hough tlic partial application of machinery and power 
facilitates llie execution of orders at short notice. Hence 
llie iiicreaiied proportion of the community's income spent 
on luxuries recpiires an inci eased j)roportion of the labour 
of the community to be expended in tlieir production. 
Tliis signifies a drifting of labour from the more steady 
forms of employment to those which are less steady and 
whose unsteadiness is constantly increasing. A larger pro- 
portion of town workers is constantly passing into trades 
connected with preparing and preserving animal and vege- 
table sub.stances, to such industries as the hat and bonnet, 
coijfcctioneiy, bookbinding, trades affected by weather, holi- 
day and season trades, or those in which changes in taste 
and fashion arc largely operative. 

Thus it appears there are three modes in which modern 
capitalist methods of production cause leiuporaiy unemploy- 
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ment. (i) ConLinuul inciemcnts of labour-hLiviiig niacluiniry 
displace a number of workers, compelling them to remain 
wholly or partially unemployed, until they have “ adjusted ” 
themselves to the new economic conditions. (2) ]\'Ii.s- 
calculation and temporary over-production, to which 
machine industries with a wide unstable market arc paiti- 
cularly pi one, bring about periodic deep depiessions of 
'‘trade," temporauly throwing out of work large bodies of 
skilled and unskilled labour. (3) Economies of machine- 
pioduction in the staple industries drive an increasing 
proportion of labour with trades which arc engaged in 
supplying commodities, the demand for which is more 
irregular, and in which theiefore the fluctuations in dLinaiiLl 
for labour must be greater. 

Most economists, still deeply imbued with a belief in the 
admirable older and economy of “the [ilay of economic 
forces,” appear to regard all uneuiployinent not assignable 
to individual vice or incapacity as the natuial and necessaiy 
effect of the process of adjustment by which industiial pro- 
gress is achieved, ignoring alLogethci the two latter classes of 
consideration. There is, however, reason to believe that in 
an average year a far larger number of the “unemployed” 
at any given time owe their uneinployiuent to a teiuponiry 
depression of the trade in which they aie engaged, than to 
the fluctuations brought about by oiganic changes in the 
economic structure of the tiade. 

The size and importance of the “ uneuiploy?iient ” due 
primarily to trade depressions is very imperfectly appreci- 
ated. The following statistics'^ set forth the fluctuations of 
the last twenty years: a, in the general body ol skilled 
trades; 3 . in a relatively unstable group of trades: — 
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Whnn it is rememlicred that these figures apply only 
to the well-organised trades unions, which, as a rule, com- 
prise the best and most highly - skilled workers in the 
scvernl trades, who are less likely than others to be thrown 
out in a “slack time,'’ that the building and season trades 
are not iiif'ltided in the estimate, and that women’s industries, 
notorif )nsly more irregular than men's, are altogether ignored, 
it will be evident that thi‘st5 r.tatistirs very inadequately re- 
jirrsent the pr<»portion of unemployment for the aggregate 
of the working classes at the several periods, ^fhe JRepo>\* 
on JVindfHi! find Alinor Ttwtik IVade^ deducts ro jiercent. 
from the nnnnnl wages to nqire.^k^nt unemployment, though 
the year iSIlj, to whirdi the figures n‘fer, is spoken of as 
“ fairly rejmstmiative of a normal year.'*' 

'I’h*! injury inflicted uj)on the wages, working (tflicioncy, 
and t'harant<‘r of tlm working classes by irregular employ- 
ment is, however, very innrlf‘fjuately represtsiled by figures 
indicating the averng,(j of “unemjiloyment " during along 
])oriod. In the first plaet*, in such an (‘Stiniate no allow- 
anro if; mndo for th<* “abort time,” often worked for 
inontbii to<;i-tli<*r by huge bodies of ojierativcs* Secondly, 
ill nu'asuring the <ivil of “uneinplnyment,” we must look 
rather to the mnximmn than to the mean condition. If a 
man is liable to have his fofirl supply cut off for a month at 
a linn*, no estimate showing that on the average he has 
more than enough to i*at anil drink will fairly represent the 
dange.r to which ho is exposerl. If once in every hm years 
we find that some ro ]>or cent. r»f tho skilled worktTS, and 
a far larger percentage of unskilled woik<;n;, are out <d' 
(employment for months together, these figuo's mi^asuni 
the <*conoiiun malady of “ unemjdoyment," which Ls in 
no sensit (‘omiien.salod by liar full or <‘xccssive labour of 
pesriods of better tradts 

S 7. Onr reasoning from the ascertained tendencies of 
machine production points to tlie conclusion that, having 
regard to the two prime constituents in demand for labour, 
the number of those cmploy«‘d, and the regularity of employ- 
ment, machiiKTy drtes not, under present conditions, gener- 
ally favour an increas<‘d steady demand for labour. ^ It tends 
todriv(^an inrn*nscd proportion of labour in three direrLi(ais*. 

0) 'fo the invention, const met ion, and maiiit»*nance of 
* Pagexii. 
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machinery to make machines, the labour of machine- 
making being continually displaced by machiivs, and being 
thus driven to the production of machines' more remote 
from the machines directly ongagtal in pnjcliicing con- 
sumptive goods. I’hc labour thu.s engaged must be in an 
ever-diminisliing pioportion to a given quantity <>i consunip- 
tion. Nothing but a great increase in thrt quantity of con- 
sumption, or the opening of new varieties of constiin[)tion, 
can maintain or increase the demand for labour in these 
machine-making industries. 

(2) 'Po continual specialisalion, siibflivislon, and refine- 
ment in the arts of distribution. T'lie multiplication of 
nicrcliants, agents, retailers, which, in spite of forces mak- 
ing for centralisation m (listributin; wurk, i.s so marked a 
feature in the English industry of the last foily years, is 
a natural re.sult of tin; inllucncc. of miichinery, in sotting 
free from “making” processi%s an Increased proprjrlion ol 
labour. 

(3) 'Po the supply of new forms of wealth, which are (‘itlier 

(/«) wholly non-material — r>., intellectual, artistic, or other 
p(-‘rsonal servic(*sj (//) partly non-nKit<*.rial- works i)f 
art or skill, whose value consists chiefly in the (;mlH»<)iin{jnt 
of individual taste or spontaneous nimgy, or (y) loo 
irregular or not sui'ficiently extend(*tl in demand to admit 
the ai)plicaLioti of machimtry. 1’he leariual profi)H.sions, art, 
scitiuce, and literature, and tliojui hrancluis of labour eiu;.Ji',eii 
in producing luxuries and luxurious servicc.s fiirnislt a <'on 
siantly increasing employment, thfjugli the supply of labour 
is so notoriously in of the demand in all such 

employments that a large p<irc(jntagi! of umunploynient is 
chronic. 

So lon/f then as a community glows in numbers, .so ItTiig 
as individuals dtisini to .salisty more fully their pn'Siint wants 
ami continue to develop ni'W wants, lonning a Iiipjier or 
more intricate standard of eonsumpti(*n, there is no <;vi- 
dellc^^ to justify tlui conclnsitm that machinery has the 
tdfect of (‘iiusing a net dimiaiilion in drmami lor labour, 
thoujdi it tends to diminish the iwopfution of mnployment 
ill tile “mamifat^lnriii!;” indnstiies; Ijui tluue is slron.e, leason 
to believe that it h'lids to make employment more, tmsi.ibh*, 
more precaiious of tenure, and mure ilu<*tuating in maiket 
value. 
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CITAPTER XIII. 

MACTIINTKRV AND THE QUALITY OF LABOUR. 

S I. Kind!^ of fMhoitr which Machhiery supersedes. 

2. Injlucnee of Maehhie-eoohiiion upon intensify of physical 

work. 

3. Machinery and the kn^th of the workin,^ day, 

S 4. The Education of Woikin:ei with Machinery. 

§ 5. The kvdtin^ tendency of Machinery — Jiie suhordinaiion 
of individual capacity in work 

§ I. Tn considering^ the influence of Machinery upon the 
quality of labour—* skill, duration, intensity, intel- 
k*f:tuality, etc., we have first to face two questions — ^\Vhat 
are the qualities in which machinery surpasses human 
labour? What are the kinds of work in which machinery 
displaces man ? Now, siiu'c the whole of industrial work 
consists in moving matter, the advantage of machinery 
must consist in the production and disposition of motive 
power, I'he general economies of machinery were found 
to be two^ — (i) The increased quantity of motive force 
it can apply to industry; (2) greater exactitude in the 
regular application of motive force {a) in time— the exact 
repetition of the same acts at regulated intervals, or greater 
evenness in continuity, {h) in place— exact repetition 
of the same movements in space.* All the advantages 

^ Cf* supra^ chap, iii, g 2. 

^ Karl Marx ranks the chief economies of machinery under two 
heads— (i) Machinery supersedes the skill of men working with tools. 
“The machine, which is the stai ting-point of the industrial revolution, 
supersedes the workman, who handles a single tool, by a mechanism 
operating with a number of similar tools, and set in motion by a 
single motive power, whatc\er the form of that power may be,” (2) 
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imputed to machinery in the economy of human the 
utilisation of waste matfiiul, the <lis[>liiy of concentratud 
force or the delinary of maniiiulation, are derivahlo from 
these two ral opimomins. Hence it follows that wher- 
ever the cfliciency of labour i»r)wer depends chiefly upon the 
output of niiiscular force in motivti powf*r, or precision in 
the regulation of muscular force, maf'hinery will lend to 
disjdace huinan labour. Assuming, therefore, that displaced 
hil)Our finds other employment, it will be transferred to work 
wheie machinery has not the same advantage over human 
labour— -that is to say, to work where the muscular strain or 
the need for regularity of movement is less. At first sight 
it will thus seem to follow that every displacement of labour 
by machinery will biiiig an elevathm in the quality of laljour, 
that is, will iiKTcasfi tiie proportion of labour in employ* 
inonls whirtli tax the muscles Itjss and are h*ss monotonoun. 
'I’his is in the main the conclusion towards whii'li l*rofessor 
Marshall indiuiis.* 

So far as each suvfirnl industry is c:on('(‘rned, it has l>ecn 
shown that the introduction of machinery signifies a net 
rc<laction of employment, unless th<5 development of trade 
is largely t‘xt ended by the fall of jaice du«j to the diniinii- 
limi ill expenses of production. It cannot be assuuuKl as a 
matlfjr of course that the kdiour ilisplaccd by the introduc- 
tion of automatic foldt^rs in prinLing will lut employed in less 
automatic work conncetisd with printing. It may be diverted 
from muscular monotony in printing to tlie Jiijjs muscular 
monotony of providing some new sjicfacs of luxury, the 
demand for which is not yet sufficdcnlly large or n*gulnr to 
justify the application of labour-saving machinery, Hut 
ev(m n.s.suming that the whole or a large part of the dis- 
plai'ed labour is engaged in work whifih is |irove<I to have 
Iweii les.s nuiscular or K^.ss automatic by the fad that it is 
not yet undeilakmt by luatdiincry, it does not necessarily 
follow that there is a, diminution in t he agv rev, ale of physical 
(‘utTgy given out, or in the total “ monotony” of labour* 

M,irlum‘»y till' strfMigth of iii.iii. “ Tiu’reusf in dm si/a ot 

ii in;u anil in the niiiiiher of its Wdil.ing tonis, e;i)is fur n mr^re 
mii'i'iivu nifrliiniism (iMiriveUs ninl this merhnaKni nM|iuri'S, iu untor 
to overeonii* its rcsi'^tunpe, a niiglidrr moving jiowrr lluui lli.'it of man.*' 
((Vz/ZAr/, vol. ii. pfi, 370, 37 t.) 

* <?/ ?ml rdit,, pp, 314, 32a, 
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One direct result of the application of an increased pro- 
portion of labour power to the kinds of work which are less 
“muscular” and less “automatic” in character will be a 
tendency towards greater division of labour and more 
specialisation in these employments. Now the economic 
advantages of increased speciali.sation can only be obtained 
by increased automatic action. Thus the routine or auto- 
matic character, which constituted the monotony of the 
woik in whirl! machinery displaced these workers, will now 
he impaited to the higher grades of labour in which they 
are employed, and these in their turn will be advanced 
towards a condition which W’iil render them open to a new 
invasion of machinery. 

Since the number of productive processes falling under 
macliincry is thus continually increased, it will be seen that 
we are not entitled to assume that every displacement of 
labour by machinery will increase the proportion of labour 
engaged in lighter and more interesting forms of non- 
iiKJchaniral labour, 

§ 2. Nor is it shown that the growth of machine produc- 
ti(m tends to diniinislt the total physical strain upon the 
worker, tliough it greatly lessens tlie output of purely mus- 
cular activity. As regards those workers who pa.ss from 
ordinary manual work to the tending of machinery, there 
is a good <Ujal of evidimce to show that, in the typical 
machine industrie.s, their new work taxes their physical 
vigour quite as severely ns the old work. Professor Shield 
Nicholson quote.s the following si i iking statement from the 
Cotton /*ttcf07y Tmes : — “ Jt is quite a common occurrence 
to hear young men who are on the best side of thirty years 
of age declare they are so worked up with the long mules, 
coarse counts, quick speeds, and inferior material, that they 
are fit for nothing at niglit, only going to bed and taking as 
nuu‘Ii rest as circumstances will allow. There are few 
people who will crtjdit such statements ; nevertheless they 
are true, and can be verified any day in the great majority 
of the mills in the spinning districts.” 

Schul/xs-daevcrniU shows that the tendency in modern 
cotton-spinning and weaving, especially in England, has 
been both to inert^ase the number of spindles and looms 
Vr’hich an operative Is called upon to lend, and to increase 
the speed of spinning. “A worker tends to-day more than 
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twice or nearly three times as much machinery as his father 
did; the number of machines in use has increased more 
than five-fold since that time, while tlie workers have not 
quite doubled their numbers/'^ With rc^^ard to speed, 
“since the beginning of the seventies the speed of the 
spinning machines alone has increased about 15 per cent.”’-* 
We are not, however, at liberty to infer from Schulze* 
Gaevernitz’s statement regarding the increased number of 
spindles and looms an operative tends, that an intensifica- 
tion of labour correspondent with this increase of machinery 
has taken place, nor can the increased output per operative 
be imputed chiefly to improved skill or energy of the 
operative. Much of the labour-saving character of re<X‘nt 
improvements, especially in the carding, spinning, and intijr* 
metliate processes, has reduced to an automatic state work 
which formerly taxed the energy of the operaliv<), who has 
thereby been enabled to tend more machinery and to eiuicken 
the speed without a net increase of working energy, 

^ In the carding, slabbing, intermediate, roving, and spin* 
ning machinery there is in every case an increase in the 
amount of macliinery tenduiL Hut carding niacliinery has 
hcen revolutionised within the last few years ; the drawing 
frame has been made to stop automatically when there is a 
fault, thus relieving the lcnd(?r rjf a ceitain amount of suj^cr- 
vision; in the slublang, intermediate, and roving frames 
certain <letailed iinprovenieals have Ixien eiTe(*ted, as is also 
the case in the spinning mules and sizing machines. 

To some extent the increased quantity of spintllcs, etc., 
and increased speed may be regarded as set off by relief 
due to these improvements. Moreover, tlunigU there ha.s 
no doubt been some general sj^eeding up, any ijxact mcasurc- 
meml is hardly possible, for the speed of ma<*Iiinery k very 
often regulated by the amount of work each pro(te.ss is made 
to do; for example, if a roving frame makes a coarse 
hank, the speed of the spindles does n(;t nxiulre to be so 
great as when the hank is finer; in that case the mule draws 
out the sliver to a greater extiMit than when the roving is 
finer, or, in other words, the mule in one case docs the work 
of the roving frame to a certain extent, 

The general opinion seems to be that in the spinning 


’ JMr p. I ;».(>. 


“ p 117* 
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millj?, roughly sprakinj^, 75 per rt‘nt. of the increased out- 
put i)er (iperativo uiay l)ii imputed to improved machinery, 
35 pi;r to iniTuaKed intensity of labour in regard to 
quantity of si>indles or “speeding up.'' 

In the wi*aving processes more specific measurement is 
j)Ossii>lc, Ihoiigli evi*n there mm;h upon the quality 

of yarn that is use.d. Mere a reduction in the working day 
is followed by an increase in speed without any labour- 
saving improvenufnts. Previous to the Factory legislation 
of 1878, tlie speed of looms was generally from 170 to 190 
picks p<ir minute during the ten hours’ day. In the course 
(jf about two years after the reduction of iiours (6 per cent.) 
the general spwd had become 190 to 200 picLs, without 
change in machinery or raw material, a growth which must 
have proj)ortionately increas(Kl the intensity of the work of 
weaving. A deterioration in the quality of the raw material 
used for producing cotton ololh is also commonly assigned 
a.s a fact involving more care on the part of the weaver, 
and increased danger and disagroeability of work ovying 
to the lujavy sixang ami steaming it has brought into 
vogue. It is not easy to argue muclx respecting increased 
intensity of labour from the increased average of looms 
attended, for, as was recently admitted in evidence before 
tlie Ixibour Commission, everything diq>end.s upon llie class 
of looms and of goods they arc manufar:iuring. “ It is rpiite 
as easy to drive five looms of some classes as two of olhiirs.”^ 
Hut the prevnlcnre of the “driving" .sysUun, by whieh the 
overlookers are jiaid n bonus on the protluct of the lurmis 
under their charge, has admittedly indm'cil, as it was 
oi>vioiisly (Iirsignftd to <lo, an inereas(?d intensity of labour, 

Suniming uj) the i*vi(len<‘C, we arc able to coiK’lmle that 
the shortening of working hours and the improviMnents in 
machinery has been attended by an increased cflbrt piir 
unit of la 1 )Our tinn*. In the wt^rds of an exjaTt, “Hkj 
change to tho.se actually engaged in prai*tit‘al work is to 
Icsstm the amount of hard inaniml work one class, but 
to increase their responsildlity, owing to being placed iji 
(’barge of more machinery, ami that of a more expensivis 
kind ; wlule th<j work of tins nionj lowly skilled will bo 
intensified, owing to increased production, and that from 


* Kviclcncc given hy Mr. T. Hirtwistle. 



THE EVOLUTION OF 


340 

an inferior raw material, I mean that to the operative tlie 
improvements in machinciy have been neutralised by the 
inferior quality of raw material used, and I think it is fair 
to assume that their work has been intensified at least in 
proportion to the increase of spindles, etc.” 

The direct evidence drawn from this most highly-evolvetl 
machine industry seems to justify the general opinion 
expressed by Professor Nicholson, ‘‘It is clear that the 
use of machines, though apparently labour-saving, often 
leads to an increase in the qiianiiiy of labour^ negatively, 
by not developing the mind, positively by doing harm to 
the body.”i 

§ 3. When any muscular or other physical effort is required 
it is pretty evident that an increased duration or a greater 
continuity in the slighter effort may tax the body finite as 
severely as the less frequent or constant api)Iication of a 
much greater bodily force. There can bo no question but 
that in a competitive industrial society there exists a tinid- 
ency to compensate for any saving of hard muscular, or 
other physical effort afforded by the intervention of 
machinery in two ways: first, by “forcing the pace” — 
compelling the worker to attend more machines or to 
work more rapidly, thus increasing the strain, if not M]\m 
the muscles, then upon the nerves; sttrondly, by extending 
the hours of labour, A lighter form of labour si^rcad over 
an increased period of tinn*, or an increased imini#er of 
minor muscular exertions substituted for a smaller numlKtr 
of heavier exertions within the same pttriod of time, may 
of course amount to an increased tax upon the vital energy. 
It is not disputed that a general result of the factory sysunn 
has been to increase the average length of the working day, 
if we take under our ,surve3r the wh<?lc area of machine- 
production in modern industrial communities, 'Hus is only 
in part altribiilable to llie fact that workers can be in(luc<i<l to 
sell the same daily output of physical energy as before, while 
in many cases a longer time is rtapiin^d for its expenditure, 

> c/H , , p. S3, hahhage, in laying stress on one of the “advantages” 

of machinery, makes an ingemtous ‘.ulinihsion of this “forring” power, 
“One the most singular advantages we tlerive from miodiiiiery is the 
chccleit affords againiit the iiiatieulir)fi, tlie idleness, or the knavery tif 
human agents,” {/itMfUwty &/ ii. 39; nf, also U re, 

safAy Alunu/uctitnf p 30 ) 
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Another influence of equal potency is the economy of 
machinery eflected by working longer hours. It is the 
combined operation of these two forces that has lengthened 
the average working day. Certain subsidiary influences, 
henvever, also deserve notice, especially the introduction of 
cheap illuminants. Before the cheap provision of gas, the 
working lime was generally limited by daylight. Not until 
the first decade of this century was gas introduced into 
cotton-mills, and another generation elapsed before it 
passed in general use in manufactories and retail shops.^ 
Now a portion of nature’s rest has been annexed to the 
working clay. There are, of course, powerful social forces 
making for a curtailment of the w^orking day, and these 
forces arc in many industries powerfully though indirectly 
aided by machinery. Perhaps it would be riijht to say that 
machinery develops two antagonistic tendencies as regards 
the length of the working day. Its most direct economic 
influence favours an extension of the working hours, for 
machinery untired, wasting power by idlenc.ss, favours con- 
tinuous work. But when the growing pace and complexity 
of highly-organised machinery taxes human energy with 
increasing severity, and compresses an increased human 
effort within a given time, a certain net advantage in limit- 
ing the working day for an individual begins to emerge, 
and it becomes increasingly advantageous to work the 
niachinciry for shorter hours, or, where possible, to apply 
“.shifts ” of workers.'-* 

Hut in the present stage of machine-development the 
economy of the .shorter working day is only obtainable in 
a few trades anti in a few countries; the general tendency is 
still in the diretlion of an extended working day,^ The 
full signifl<*an(:e of this i.s not confined to the fact that 
a larger proportion of the worker’s time is consumed in 
the growing monotony of production, "J'ho curtailment of 
his lime for consumption, and a consequent his.sening of 
the suhjet'tive value of his consumabI<j.s, must be set off 
against such inmiase in real wagt-.s or pin chasing power as 
may have couui to him from the increased productive 
power of macliinery, 'Fhe value of a shorter working day 

* P(«U‘r, V AW/Wfi p 5(10, 

* (!f. Schul/.tf (iacvernilz, i». 115. 

* Jbur u fuller treutinciit or this subject, sue the next chiipter. 
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consists not merely in the diminution of the burden of toil 
it brings, but also in the fact that increased consumption 
time enables the worker to get a fuller use of his purchased 
consumables, and to enjoy various kinds of “free wealth” 
from which he was precluded under a longer working day,^ 
So far as machinery has converted handicraftsmen in the 
manufacturing arts into machine-tenders, it is extremely 
doubtful whether it has lessened the strain upon their 
energies, though we should hesitate to give an explicit en- 
dorsement to Mill's somewhat rhetorical verdict. “ It is 
questionable if all the mechanical inventions yet made have 
lessened the day's toil of any human being.” But when 
rude forms of unskilled or low skilled muscular labour are 
taken over by machinery the benefit to labourers is indis- 
putable. Stcam-diggers, coal-cutting machines, grain and 
coal elevators, and the use of most agricultural machines 
assuredly “ lighten the day's toil.” “As to the influence of 
machinery on farm labour,” writes an American expert,-^ 
“all intelligent expert observation declares it benellcial. 
It has relieved the labourer of much drudgery ; made his 
work easier and his hours of service shorter ; stimulated his 
mental faculties ; and made the labourer a more efficient 
worker, a broader man, and a better citizen.” 

But while this holds true where machinery is made a 
servant of labour, this condition is not yet applicaljle to 
most factory trades. At any rate we have as yet no security 
that machinery, owned by individuals who do not thcMn- 
selves tend it, shall not be used in such a way as to increase 
the physical strain of those who do tend it. “ There is a 
temptation,” as Mr. Cunningham says, “to treat the machine 
as the main element in production, and to make it the 
measure of what a man ought to do, instead of regarding 
the man as the first considciation, and the machine as the 
instrument which helps liim; the machine may he made 
the primary consideration, and the man may be treated as a 
mere slave who tends it,”^ 

§ 4. Now to come to the question of “monotony.” Is the 
net tendency of machinery to make labour more monoton- 
ous or less, to educate the worker or to brutalise him? 

* Cf. Patten, 7'/ie Theory of Dynamic Kconcmics, cliup. xi. 

® J, ]<, Dorlgf, “Amcncau Farm Labtmr,“ in Jiept, oj imL Com, 
(1901), vol. ac. 7, p. HI (quoted Quiutauce, p. 74), 

® (/se and Abuse of Money ^ p. m. 
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Docs labour become more intellectual under the machine? 
I'rofessor Marshall, who has thoughtfully discussed this 
<luestion, inclines in favour of machinery.' It takes away 
manual skill, but it substitutes higher or more intellectual 
forms of skilL^ “ The more delicate the machine’s power 
the greater is the judgment and carefulness which is called 
for from those who see after it”^ Since machinery is daily 
becoming more and more delicate, it would follow that the 
lending of machinery would become more and more 
intellectual. The judgment of Mr. Cooke Taylor, in the 
conclusion of his admirable work, Tht Modem Factory 
System^ is the same. “If man were merely an intellectual 
siiiimal, even only a moral and intellectual one, it could 
.scarcely be denied, it seems to us, that the results of the 
factory system have been thus far elevating.”® Mr. Taylor 
indeed admits of the operative population that “they have 
deteriorated artistically; but art is a matter of faculty,^ of 
perception, of aptitude, rather than of intellect.” This 
strange severance of Art from Intellect and Morals, 
cspetjially when we bear in mind that Life itself is the finest 
and most valuable of Arts, will scarcely commend itself to 
deeper students of economic movements. The fuller signifi- 
cance of this admission will appear when the widest aspect 
ol the subject is discussed in our final chapter. 

'rhe cjnestion of the net inlelledual effects of machinery 
is not one which admits of positive answer. It would be 
open to one to admit with Mr. Taylor that the operatives 
\Vi:re growing more intellectual, and that their contact with 
machinery e.Kercisus certain educative influences, but to 
deny that the direct results of machinery upon the workers 
were fiivoiirable to a wide cultivation of intellectual powers, 
as compared with various forms of freer and less specialised 
manual labour. 1’he intdlectualisation of the town opera- 
tives (assuming the process to be taking place) may be 
attributable to the thousand and one other influences of 
town life rather than to machinery, save indirectly so far 
as the modem industrial centre is dself the creation 
machinery.* It is not, I think, possible at present to offer 

and how fat trade^madej the foimer 

atmwt always predominates.” (Vtseases ef Occti/alian, p. 33 ) 
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any clear or definite jutl|:^inenl, iJuL the follu’.vin^ di.;- 
tinctions seem to have some weight in forming our oimiimi. 

The growth of machinery has acted as an emn'inoiis 
stimulus to the study of natural laws. A larger and laiget 
proportion of human eflbrt is ah.S'orbeJ in pioee-ises oi in- 
vention, in the manipulation of commerce on an increudrig 
scale of magnitiule and complexity, and in sncji ntana:;«> 
mcnt of machinery and men as requires and ediUMtos high 
intellectual faculties of olwervation, judgnimit, atui spernl.i- 
tive imagination. Of that portion of workers who may he 
said, within limits, to control machinery, there could l)e no 
question that the total effect of machinery has been highly 
educative. 

The growing size, power, spfajd, complexity of machiin:ry, 
undoubtedly makes the woik of this r-Inss of wm’kers ‘‘inme 
intellectual.” Some ineaiinrc of th' sc (shmative itifliumccs 
even extends to the 'Muind" whtt tonili soiinj inimito 
portion of the machinery, so far us tlui prop*;r ira'forinarn c 
of his task recpiires him to umlersland oilier pioci*.sscs than 
those to which his labour is directly anti exitiusivady aj»plieil. 

So likewise consideration must bn taken of tlie skilled 
work of making and repairing manhimay. 'fin,* engineer/ 
shop and other workshojis are hcnoiniii;; every year a mom 
and more iinjjortant faetor in tlui eqnipnumt ol a fariory in’ 
mill, lUU though ^‘iiri.akdowns’^ nrt^ i*'’}5»'ntially eiralit, and 
must always affonl .si;ope f*>r in|\tuniity in then rejuii, even 
in the engineers* shop there ii; the sauuj ti'iuliuiey tor 
machinery to undertake all work of ri’inir which e^in be 
brought under routine. So the skilleil work in making 
and repairing machinery is conlinmilly living nalnced tn a 
minimum, and cannot be regarded, as l^rofessor Niclmlsfin 
is disposed to reganl it, as a factor of growing iinporl 
ance in cunneetion with lu.u bine piwduiUitui. 'I'hn mor* 
machinery is u.se<l, tla; moie wcub of m.ikin * and 

repairing will be requin;d, it ini-^Jit .vein. Hut liar r.ijmiiiy 
with which machineiy is invading lliei.e Vi-ry Inm-lions iiirns 
the .scale in the oppi/silo* clireelion, a! any raif* so iar .ts the 
making of machinery is eonecnied. Stati.sties o’l.niiig to tlu? 
number of those engaged in making mar hiiiery and tools 
show that the proportion they b -ar to the ivholc working 
population is an inrroasing <me; but the nitr? (/t this im rrase 
is by no means propnrlionahi to Ihir r.ili* of inrre.tse in tiw 
use of machinery.^ Moreover, an in<:f<MS**d pro]iutlion of 
machinery production is fur export tuJe, so that a Urge 
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quantity of the labour employed in those industries is not 
required to sustain the supply of machinery used in English 
work. In repairs of machinery, the economy effected by 
the system of interchangeable parts is one of growing 
magnitude, and tends likewise to minimise the skilled 
labour of repair.^ 

Finally, it should be borne in mind that in several large 
industries where machinery fills a prominent place, the bulk 
of the labour is not directly governed by the machine. 
This fact has already received attention in relation to railway 
workers. The character of the machine certainly impresses 
itself upon these in different degrees, but in most cases 
there is a large amount of detailed freedom of action and 
scope for individual skill and activity. 

Though the quality of intelligence and skill applied to 
the invention, application, and management of machinery 
is constantly increasing, practical authorities are almost 
unanimous in admitting that the proportion which this 
skilled work bears to the aggregate of labour in machine 
industry is constantly diminishing. Now, setting on one 
side this small proportion of intelligent labour, what are 
we to say of the labour of him who, under the minute 
subdivision enforced by machinery, is obliged to spend 
his working life in tending some small portion of a single 
machine, the whole result of which is continually to push 
some single commodity a single step along the journey 
from raw material to consumptive goods? 

'J’he factory is organised with military precision, the 
individual's woik is definitely fixed for him ; he has nothing 
to say as to the jfian of his work or its final completion 
or its ultimate use. ‘‘The constant employment on one 
sixty-fourth part of a shoe not only offers no encouragement 
to mental activity, but dulls by its monotony the brains of 
the cmployt*e to such an extent that the power to think and 
reason is almost lost.”^ 

'i'hc work of a machine-tender, it is urged, calls for 
“judgment and carefulness.” So did his manual labour 
before the machine took it over. His “judgment and 
carefulness” are now confined within narrower limits 

* C(. Mjiishiill, Pnndplu tif Economics^ vol, i j). 315. 

“ 1 ), A, Wcllh, Coitkmporary tSKy, p. 392. 
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than before. Thu responsibility of the worker is greater, 
precisely because his work is narrowed down so as to be 
related to and dependent on a number of other operatives 
in other parts of the same machine \vith whom he has 
no direct personal concern. Such realised responsibility 
is an element in education, moral and intcllectuaL But 
this gain is the direct result of the minute subdivision, 
and must therefore be regarded as purchased by a narrow- 
ing of interest and a growing monotony of work. It is 
questionable whether the vast majority of machine workers 
get any considerable education, from the fact that the 
machine in conjunction with which they work represents 
a huge embodiment of the delicate skill and invention of 
many thousands of active minds, though some value may 
be attached to the contention that “the mere exhibition 
of the skill displayed and the magnitude of the operations 
performed in factories can scarcely fail of sonje (dura- 
tional eifect.*’^ The absence of any true apprentiri^ship in 
modern factories prevents the detailed worker from under- 
standing the method and true bearing even of those pro- 
cesses which are closely linked to that in which he is 
engaged. The ordinary machine-tender, save in a very few 
instances, e.^., watchmaking, has no general urulerstn tiding 
of the work of a whole departnieut. rrrsenl <*omlilions 
do not enable the “tender'’ to get out of uKirliiniTy tin: 
educational influence ho might get. J’loIrsHor Nieholson 
expresses himself dubiously upon the ediirational value of the 
machine. “Machinery of itself does not tend to develop 
the mind as the sea and mountains do, Init still it dors not 
necessarily involve deterioration of general mental ability,'”** 
Dr. Arlidge expresses a more decided opinion. “ (lemirally 
speaking, it may be asscited of macliinery that it i‘alls 
for little or no brain exertion on the part of those t'on- 
nected with its operations; it arouses no interest, ami 
has nothing in it to quicken or bright i*n the intelligence, 
though it may sharpen the sight anil stimulate muscular 
activity in some one limited direction,”** 

The work of machine-tending is nevijr of course abso- 

^ Taylor, Modern Factory System^ p. 4.}5. 

Cf. the C()m])arisnii of coiuHii<iits (»1 tuwn uiid ctimitry l.ihnur In 
Adam Smith’s WeaUh oj Nathm^ Ilk. I., clitip. n., juut 2. 

" Disoasos of Ouupatiom^ pp. 25, 26. 
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lutcly automatic or without spontaneity and skill. To a 
certain limited extent the “tender” of machinery rules 
as well as serves the machine ; in seeing that his portion 
r)f the machine works in accurate adjustment to the rest, 
the qualities of care, judgment, and responsibility are 
evolved. For a customary skill of wrist and eye which 
speedily hardens into an instinct, is often substituted a series 
of adjustments requiring accurate quantitative measurement 
and conscious reference to exact standards. In such in- 
dustries as those of watchmaking the factory worker, though 
upon the avciage his work requires less manual dexterity 
than the handwoiker in the older method, may get more 
intellectual exercise in the course of his work. But though 
economists have paid much attention to this industry, in 
considering the character of machine-tending it is not an 
average example for a comparison of machine labour and 
hand labour; for the extreme delicacy of many of the 
operations even under machinery, the responsibility at- 
taching to the manipulation of expensive material, and the 
minute adjustment of the numerous small parts, enable the 
worker m a watch factory to get more interest and more 
mental training out of his work than falls to the ordinary 
worker in a textile or metal factory. Wherever the material 
is of a very delicate nature and the processes involve some 
close study of the individual qualities of each piece of 
material, as is the case with the more valuable metals, w-ith 
some forms of pottery, with silk or lace, elements of thought 
and skill survive and may l)e even fostered under machine 
industry. A great part of modern inventiveness,^ however, 
is engaged in devising automatic checks and indicators for 
the sake of dispensing with detailed human skill and reduc- 
ing tlie spontaneous or thoughtful elements of tending 
machinery to a minimum. When this minimum is reached 
the highly-paid skilled workman gives place to the low-skilled 
woman or child, and eventually the process passes over 
entirely into the hands of machinery. So long, ho\yever, 
as human labour continues to co-operate with machinery, 
rertain elements of thought and .sj^ontancity adhere to it. 
These must be taken into account in any estimate of the 
net educative influence of machinery. But though these 
mental qualities must not be overlooked, exaggerated 
importance should not be attached to them. The lay- 



THE EVOLUTION OF 


348 

man is often apt to esteem too highly the nature of 
skilled specialist work. A locomotive superintendent of 
a railway was recently questioned as to the quality of 
engine-driving. “ After twenty years’ expei ience he declared 
emphatically that the very best engine-drivers were those 
who were most mechanical and unintelligent in their work, 
who cared least about the internal mechanism of tlie 
engine/’^ Yet engine-driving is far less mechanical and 
monotonous than ordinary lending of machinery. 

So far as the man follows the machine and has his work 
determined for him by mechanical necessity, the educative 
pressure of the latter force must be predominant. Machinery, 
like everything else, can only teach what it practises. Oi der, 
exactitude, persistence, conformity to unbending law, — these 
are the lessons which must emanate from tlie nuichims. 
They have an important place as elements in the formation 
of intellectual and moral character. But of themselves 
they contribute a one-sided and very imperfect education. 
Machinery can exactly reproduce; it can, therefore, teach 
the lesson of exact reproduction, an education of quanti- 
tative measurements.]^ The defect of machinery, from the 
educative point of view, is its absolute conservatism, 'I'he 
law of machinery is a law of statical order, tliat everything 
conforms to a pattern, that piesent actions precisely resemblo 
past and future actions. Now the law of lumum life is 
dynamic, requiring order not as valuable in itself, l)Ut as the 
condition of progress. 'I'hc law of human life is tliat no 
experience, no thought or feeling is an exact copy of any 
other. Therefore, if you confine a man to cxiumUing his 
energy in trying to conform exactly to the movements of a 
machine, you teach him to abrogate the very principle of 
life. Variety is of the essence of life, and machinery is the 
enemy of variety. This is no argument against the educa- 
tive uses of machinery, but only against the exaggeration of 
these uses. If a woikman expend a reasonable portion of 
his energy in following the movements of a machine, he may 
gain a considerable educational value; but lai must also 
have both time and emirgy left to cmItivsUe tluj spontaneous 
and progressive arts of life. 

§ 5. It is often urged that the tendeiu y of uuu;hinery h not 

* 7 Vii; Sitiial Horizon^ p. 22, 

“ Cf. Veblwi, yXtf 77icojy iff liusinas JuiU^rphft pp. 
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miToly to r>;n(lcr monotonous tlio activity of the individual 
worker, but to n-ilucu titu individual dilfcrencos in workers. 
'I’his <,'ritic:i.MU finds exprussion in tho saying: "All mun are 
onuiil l>«for« tlic iiKicliino." So far as machinery actually 
shift; upon natural forces work which otherwise would tax 
tlie ninseular eii'^rgy, it undoubtedly tends to put upon a 
level workers <if dilfertmt muscular capacity. Moreover, by 
t.ikin;' over woik which rt:iiiures great prcfusion of rnovu- 
uient, tliiuu is a scn.se in wliich it is true that machinery 
tend.s to reduce the workers to a common level of skill, or 
even of un-skill. 

“Whenever a proce.ss requires peculiar dexterity and 
steadiness of hand, it is withdrawn a.f soon as possible 
from the cunning workman, who is prone to irregularities 
of many kinds, and it is placed in charge of a peculiar 
mechanism, so self-regulating that a child can superin- 
tend it”* 

'i'hat this is not true of the most lughly-skillcd or quali- 
tative work mu.st bo conceded, but it applies with groat force 
to Uie Imlk of lower .skilled labour. By the aid of machinery 
--/.A, of the condensed embodiment of the inventor’s skill, 
the clumsy or weak worker is rendered caiuble of assisting 
the nicest movements on a closer equality with the more 
skilled worker. Of course piece-work, as practised in textile 
and hardware industries, shows that the mo.st complete 
machinery has not nearly abolished the individual diifer- 
ences between one worker and another. But assuming that 
the difference in recorded piece wages accurately represents 
difference in skill or capacity of work-- which is not quite 
the case— it seems evident tliat there is less variation in 
capacity among machine-workers than among workers 
engaged in employments where the work is more muscukar, 
or is conducted by human skill with simpler implements, 
'fhe difference in productive capacity between an English 
and a Hindoo navvy is considerably greater than the differ- 
ence between a liancashirc mill operative and an operative 
in an equally well-equipped and organised Bombay mill. 

But this is by no means all that is signified by the 
“equality of workers before the machine.” It is the 
adaptability of the machine to the weaker muscles and 


* Ure, PhibsQj^hy »f MmitfttCiurtSt cliap. i. p. ig. 
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intelligence of women and children that is perhaps Ihc 
most important factor. The machine in its development 
tends to give less and less prominence to muscle and high 
individual skill in the mass of workers, more and more to 
certain qualities of body and mind which not only differ less 
widely in different men, but in which women and children 
are more nearly on a level with men. It is of course 
true that considerable differences of individual skill and 
effort survive in the typical machine industry, “ Machine- 
weaving, for instance, simple as it seems, is divided into 
higher and lower grades, and most of those who work in 
the lower grades have not the stuff in them that is reriuired 
for weaving with several colours.”^ But the general effect 
of machinery is to lessen rather than to increase individual 
differences of efficiency. The tendency of machine industry 
to displace male by female labour is placed beyond all 
question by the statistics of occupations in England, which 
show since i86x a regular and considerable rise in llu* 
proportion of women to men workers in most branches of 
manufacture where machinery is most fully applied.* i.egal 
restrictions, and in the more civilised communities, the 
growth of a healthy public opinion, prevent the economic 
force from being operative to the same degree so far as 
children are concerned, 

Those very qualities of narrowly restricted care and 
judgment, detailed attention, regularity and patience, 
which we see to be characteristic of machine work, arc 
common human qualities in the sense that they are 
within the capacity of all, and that even in the degree of 
their development and practice there is less difference 
between the highly-trained adult mechanic and the raw 
“half-timer” than in the development and ijractico of 
such powers as machinery has superseded. It must be 
recognised that machinery does exercise a certain («|uab 
ising influence by assigning a larger and larger relutiwj 
importance to those faculties which are spei’ilic as com- 
pared with those which are individual.'* “(icncral ability” 
is coming to play a more important part in industry than 
specialised ability, and though considerable diflcrcJUN's 

I ATai shall, Pnmipu's of p, vfij;. 

“ ('f. (knvrot Report oj CtJism for ))' Sr». 

ATarshnll, Pnaeiphs op rljiin. 'i. 

* a. Mjushall, p. 2O5. ■ 
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mny e^ist in the “general ability” of individuals, the 
diffctencfis will be smaller than in specialised abilities.^ 

The net influence of machinery upon the quality of 
labour, then, is found to differ widely according to the 
relation which subsists between the worker and the 
machine. Its educative influence, intellectual and moral, 
upon those concerned with the invention, management, and 
direction of machine industry, and upon all whose work is 
about machinery, but who are not detailed machine-tenders, 
is of a distinctly elevating character. Its effect, however, 
upon machine-tenders in cases where, by the duration of 
the working day or the intensity of the physical effort, it 
exhausts the productive energy of the worker, is to depress 
vitality and lower him in the scale of humanity by an 
excessive habit of conformity to the automatic movements 
of a non-human motor. This human injury is not ade- 
quately compensated by the education in routine and regu- 
larity which it confers, or by the slight understanding of 
the large co-operative purposes and methods of machine 
industry which his position enables him to acquire. 

1 Cf, l^Iarshall, Principles o/Etonomics, p. 265. 
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CHAPTER XIV. 

THE ECONOMY OF HIGH WAGES. 

§ I. The Economy of Loiv Wages. 

§ 2. Modifications of the Early Doctrine — Lord Erasse/s 
Evidence from Heavy Manual Work. 

§ 3. Wages^ Hours^ and Product in Machine-industry. 

§ 4. ^ General Application of the Economy of High Wages 
and Short Hours inadmissible. 

§ 5. Mutual Determination of Conditions of Employment 
and Productivity. 

g 6. Compressibility of Labour and Intensification of Effort. 

§ 7. Effective Consumption dependent upon Spare Encrnf of 
the Worker. 

§ 8. Growth of Machinery m relation to Sfa^idard of Comfort. 
g 9. Economy of High Wages dependent upon Consumption. 

g I. The theory of a ** natural” rate of wages fixed at the 
bare subsistence-point which was first clearly formulated in 
the writings of Quesnay and the so-called ** physiocratic ” 
school was little more than a rough generalisation of the 
facts of labour in France. But these facts, summed up in 
the phrase, II ne gagne que sa vie,'' and clevaled to the 
position of a natural law, implied the general belief that a 
higher rate of wage would not result in a correRi)on(lcnt 
increase of the product of labour, that it would not pay 
an employer to give wages above the point of bare susten- 
ance and reproduction. This dogma of the economy of 
cheap labour, taught in a slightly modified form by many 
of the leading English economists of the first half of the 
nineteenth century, has dominated the thought and in- 
directly influenced the practice of the business world. It 
is true that Adam Smith in a well-known passage had given 
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powerful utterance to a different view of the relation 
buLwei'ii wt)rk and wages : — “ The liberal reward of labour 
as it encourages the propagation so it encourages the 
industry of the common people. The wages of labour are 
the encouragement of industry, which, like every other 
human quality, improves in proportion to the encourage- 
ment it ri;ceivcs.”^ But the teaching of Ricardo, and the 
t writers who most closely followed him in his conception of 
' the industrial system, loaned heavily in favour of low wages 
'*;is the sound basis of industrial progress. 

The doctrine of the economy of low wages in England 
ac^ely needed the formal support of the scientific econo- 
mist.\ It was already strongly implanted in the mind of the 
eighteehjth century ‘‘business man,” who moralised upon 
the c.x:cesses resulting from high wages much in the tone of 
the business man of to-day. It would be scarcely possible 
to parody the following line of reflection : — 

“Tins poor in the innnufacluiing counties will never work any 
more lime in general than is necessary just to live and support 
tlieir weekly <lebauchf!r». Upon the whole we may fairly aver 
that a rtiflnclion of wage'j in the woollen manufactures would be 
a tialiotial hhriSing ami advantage and no real injury to the 
poor. By this means we might keep our trade, uphold our 
renih, <tml reforin the jxiople into the bargain.” (Smith’s Memoirs 
OH Wooi^ vul. ii. p. 30?;.) 

Compare with this Arthur Young’s frequent suggestion that 
nmls should l»e raised in order to improve farming.® So 
Dr. Urr, Iialfa crnLury later, notwithstanding that his main 
argument is ftjr iht^ “ cc’onoiny of high wages,” both on the 
gnjuntl that it m)k<‘.s tin* bust quality of work and because 
it kt*<!ps* lh<! workman conlunteti, is iituiblc to avoid flatly 
rontradiciijig hiinsulf as follow.s : — 

“High wagij-s ius!(fa<l <»f ItMding to thankfulness of temper 
and improvimnmt ot mind, have, in too many cases, cherished 
ami sui)plir.<l funds for supporting refractory spirits in 
stnk(*‘t wantonly inflicted upon one set of mill-owners after 
anollmr throughout the sevunil <rislnrts of Lancashire for the 
purpose of degrading thorn into a stale of servitude.” (/‘Moso/j/ty 
of Manufaciurc^ p. 366.) _ _ 

* nWii/t o/AiafioHv, v»d, i. p. 80 . 

® Cf. Northern V(d. ii. p. 86. 
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So again (p. 298): — “In fact, it was their high wages 
which enabled them to maintain a stipendary committee in 
affluence, and to pamper themselves into nervous ailments 
by a diet too rich and exciting for their indoor occupation.” 

The experiments of Robert Owen in raising wages and 
shortening hours in his New Lanark mills failed utterly 
to convince his fellow-manufacturers that a high standard of 
comfort among the workers would bring a correspondent 
rise in working efficiency. 

The history of the early factory system, under whicl^^ 
rapid fortunes were built out of the excessive toil c 
children and low-skilled adult workers paid at rates which 
were, in many instances, far below true “subsistence wages,” 
furnished to the commercial mind a convincing argument 
in favour of “cheap labour,” and set jDolilical economy for 
half a century at war with the rising sentiments of humanity.^ 
Even now, the fear frequently expressed in the New World 
regarding the “ competition of cheap labour ” attests a 
strong survival of this theory, which held it to be thrj 
first principle of “good business” to pay as low wages 
as possible. 

§ 2. The trend of more recent thought has been in tlui 

^ It is true that oul-and-out defunders of the fuctoiies a|;ain.st early 
legislation sometimes had llio audacity lo assert tlie “ economy of liijjh 
wages,” and to maintain that it governed the practice of early mill- 
owners. So Urc, “ The main reason why they [t.e, wages) are so high 
is, that they form a small part of the value of the manuluctured article, 
so that if reduced too low by a sordid master, they would render his 
operatives less careful, and thereby injure the quality of their work 
more than could be compunsated by his saving in wages. 'I'ho h*^s 
proportion wages bear to the value of the goods, the higher, generally 
speaking, is the recompense of labour. The prudent master of a fine 
spinning-mill is most reluctant to tamper with the earnings of hi;4 
spinners, and never consents to reduce tuem lill absolutely forced to it 
liy a want of remuneration for the capital and skill embarked in his 
business” (Philosophy oJJifafmfacittre^ p. 330), This does not, however, 
prevent Dr. Urc from pointing out a little later the grave danger into 
wldch trade-union cnacavours lo raise wages drive a trade subject to 
the competition of “the more frugal and docile labour of Ihe Continent 
and United States” (p. 363). Nor do Ur. Ufe*s statements regarding 
the high wages paid in cotton-mills, which he places at three times the 
agricultural wages, tally with the statistics given in the a^ipendix of hh 
own book [cf. p. 5x5). Male spinners alone received the “ high wagett ” 
he names, and out of them had to pay for the labour of the assistants 
whom th^ hired to help them. 
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direction of a progressive modification of the doctrine of 
the “economy of low wages.” The common maxim that 
“ if you want a thing well done you must expect to pay for 
it ” implies some general belief in a certain correspondence 
of work and wages. The clearer formulation of this idea 
has been in large measure the work of economic thinkers 
who have set themselves to the close study of comparative 
statistics. The work in ^^hich jMr. Brassey, the great rail- 
\\ay contractor, was engaged gave him an opportunity of 
making accurate comparison of the woik and wages of 
workniLMi of various nationalities, and lus son, Lord 
Ilrassey, collected and published a number of facts bearing 
upon the subject which, as regards certain kinds of work, 
establislied a new relation between work and wages. He 
found that English navvies employed upon the Grand 
'frunk Railway in Canada, and receiving from ss. to 6 s, a 
day, did a greater amount of work for the money than 
I'Vench-Canadians paid at 3 s. 6 d. a day; that it was more 
profitable to employ Englishmen at 3 s. to 3 s. 6(1 upon 
making Irish railways than Irishmen at is. 6 d. to xs. 8 d. ; 
that in India, although the cost of dark labour ranges 
from 4 j<jd. to 6 d, a day, mile for mile the cost of railway 
work is about the same as in England ; ” that in quarry 
work, “in which IVenchmen, Irishmen, and Englishmen 
were employed side by side, the Frenchman received three, 
tlic Irishman four, and the Engli.shman six francs a day. 
At tho.se different rates the Englishman was found to be the 
most advantageous workman of the three.” Extending his 
iiKiuiries to the building trades, to mining, and to various 
departments of manuraclure.s, he found a general consensus 
of opinion among employers and other men of practical 
experience making for a similar conclusion. In France, 
Germany, and Belgium, where wages and the standard of 
living were considerably lower than in England, the cost of 
turning out a given product was not less, but greater. In 
the United States and in a few trades of Holland, where the 
stanclard of comfort was as high or higher than in the 
corresponding English industries, more or belter work was 
done. In short, the efiiciency of labour was found to vary 
with tolerable accuracy in accordance with the standard of 
comfort or real wages. 

In his introduction to his work on Fortign Worh and 
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Ua,t;cSj Lord litassny give'? cnimlennnro lo a 
theory of wugos which lias frequently bec-n to 

him, and has sometimes been acceiited as ii final stali'inent 
of the relation of work and wages — viz., that “the cost of 
work, as distinguished from the tluily wage of the labourer, 
was approximately the same in all countries.” In other 
words, it is held that, for a given class of work, thertt is a 
fixed and uniform relation between wages and efficiency of 
labour for different lands and different races. 

Now, to the acceptance of this judgment, considered a.s 
a foundation of a theory of comparative wagi*s, there ant 
certain obvious objections. In the first iikico, in the state- 
ment of most of the cases which arc adchuvd ia sujipoit the 
theory reference is made exrlusively to money wa; ■/*.•!, no 
account being taken of diffeience.*; of jMirel)a.‘;iri;'; p/over 
in different countries. In orde.r to (‘slublish any* i.iiiun.il 
basis, the relation must la* between real ua;'< s or .ManiLinl 
of living and efficiency. Now, tlmngh it imisl be mlmitlerl 
as inherently probable that .some tlefinile nilmion should 
subsist between wages and W(;rk, or, in other words, bfl wiva 
the standard of consumption and the standard of ptodm - 
tion, it is not a priori n*asi>nablc to (*.\p»*ct this n lalion 
should be uniform as bfUvvnm two smh rountiif as 
ICngland and India, so that it .should be a m.itlir ef 
economic indiffereme whetlier a piece of work is «lo!ie fty 
cheap and relatively ineffir:icnt Indian labour (;r by 
pensive and efficient linglish labour. Such a supposition 
could only stand upon one of two assumptions. 

The first assumption would be that of a ilircct aritlnnc* 
tical progression in the relation of wage and work stich m 
would require every difference in ejuantity of food, 
con,sumed by labourers to be reflected in an exactly <'ortir- 
spondent difference of output of ))roductiv<! finergy- an 
assumption which nei:(is no n'futalion, for no one would 
maintain that the standard of ronfibrt furnishc-d by wag<‘S 
is the sole determinant of eflicieiK’y, and that race, climate, 
and social environment play no part in economic: production. 
'Ilie alternative assumption would be tliat of an absolute, 
fluidity of capital and labour, which should reduce* to a 
unifonn level throughout the woihl the act industrial ad^ 
vantages, so that everywlu*re there was an exaa quant iia- 
tive relation between work and wage, juoiluciion, and 
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r»)nsi!!i;jitinn. 'rhouyh \\hrit is cjillud a “ tendency’* to 
siii'h uiiiloiiijily may hti admitUjcl, no one anquainted with 
Jhrts will bo so rash as to maintain that this uniformity is 
tvori ii]>j»rt>\iinrif(jly rciichf^cL 

,S 3. 'rijoro is, then, no reason to sui>posc that wages, either 
nriminal rir real, bt!ar any exact, or even a closely approxi- 
trillion to the output of oHlcient work, quantity and 
(lUiilily bring both ttikrii into consideration. IJut, in truth, 
t!it‘ evidtinrf; affortird by Loid Ihassey riocs not justify a 
srrious iiivrstignlion of this tln-ory of indiffermce or equiva- 
Imtrr ol work and wagi*s, P'or, in the great majority of 
instruu rs widt h lui adduces, the advantage is dearly shown 
to rt'si witii the labour which is most highly remunerated. 
'J'ht* tliiMjiy suggesu*d by his tjvideiire is, in fact, a general 
ibroiy til <!Cfjnomy <jf high wages.” 

ds theory, wdiich has been advancing by rapid strides in 
navnl yi^urs, and Is now suppoited by a great quantity of 
c;arrlully-colli‘rt(!d evidenrr, rrcjuiics more serious consider- 
ation. 'Hie evidence of Lord Drassey wa.s chiefly, though 
I IV no means wholly, derived from ljranchL».s of industry 
wlii'iv iiiijsi’ular strength wus an important dement, as in 
lojid-iitaking, railway-making, and mining; or from the 
building lrjuU*.s where imu^Iuiuiry does not play a chief part 
in directing the pace ami character of productive effort It 
would not he unreasonalde to expect that the <juantitative 
n-lation lictwcen work and wages might be doser in indu.s- 
tiii'S wiicre freriy i:.\pcn(lcd nniscular labour played a more 
pojinin<-iit part than in indu.stries whcie machinery wa.s a 
doniinaling fador, and when; moiit of the* work consisted in 
Iciuling ma»:liinciy. It might well be the case that it wouhl 
pay to pifiviUe a high standard of pliysical consumption to 
navvits, but that it would not pay to the same c.xtcnt to 
give hiyji wages to factmy operatives, or even to otln-r 
classes of workers less subject to ll>e strain of heavy 
nniscular work. 

In .sr> far as the lemU^m'y of modern iirodiiclion is to 
r(‘li(;ve man more aiul more of this rough muscular work, it 
mi}*ht happen that the true ecronomy favoured high wages 
tmly in those kiiuLs of work which W'ere tending to occupy 
u subonlinate place in tiui industry of the future. Tlic 
earlit^r lUf'Is, w'liidi a.ssoeiated high wages with liigh pro- 
ductivity, low wages wdth low productivity, in textile 
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factories and ironworks, were of a fragmentary character, 
and, considered as evidence of a causal connection between 
high wages and high productivity, were vitiated by the wide 
differences in the development of machinery and industrial 
method in the cases compared. In recent years the 
labours of many trained economists, some of them with 
close practical knowledge of the industrial arts, have 
collected and tabulated a vast amount of evidence upon 
the subject. A large number of American economists, 
among them General F. A. Walker, Mr, Gun ton, Mr. 
Schoenhof, Mr, Gould, Mr. E. Atkinson, have made close 
researches into the relation between work and wages in 
America and in the chief industrial countries of Europe. 
A too patent advocacy of tariff reform or a shorter 
working day has in some cases prevented the statistics 
collected from receiving adequate attention, but there 
is no reason to doubt the substantial accuracy of the 
research. 

The most carefully-conducted investigation has been 
that of Professor Schulze-Gacvernitz, who, basing his argu- 
ments upon a close study of the cotton industry, has 
related his conclusion most clearly to the evolution of 
modern machine-production. The earlier evidence merely 
established the fact of a co-cxistcnce between high wages 
and good work, low wages and bad work, without attempt- 
ing scientifically to explain the connection. Dr. Schulze- 
Gaevernitz, by his analysis of cotton spinning and weaving, 
successfully formulates the observed relations between 
wages and product He compares not only the present 
condition of the cotton industry in England and in 
Germany and other continental countries, but the condi- 
tions of work and wages in the English cotton industry at 
various times during the last seventy years, thus correcting 
any personal equation of national life which might to .some 
extent vitiate conclusions based only upon international 
comparison. This double method of comparison yields 
certain definite results, which Dr, ISchulze-CJaeverniU sums 
up in the following words Where the cost of labour 
(ie. piece wages) is lowctst the cemditions of labour arc 
most favourable, the working day is shortest, and the 
weekly wages of the operatives are highe.st” (p. 133). "i'lie 
evolution of improved spinning and weaving machinery in 
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England is found to be attended by a continuous increase in 
the product for each worker, a fall in piece wages reflected 
in prices of foods, a shortening of the hours of labour, and 
a rise in weekly wages. The following tables, compiled by 
Dr. Schulze-Gaevernitz, give an accurate statement of the 
relations of the different movements, taking the spinning 
and weaving industries as wholes in England : — 


SPINNING. 



Product oC 
yarn 

in lUUO lbs. 

Number of 
workers 

In spinnmg 
miUa. 

Product per 
worker 
in lbs. 

Cost of 
labour 
per lb. 

Average 

yearly 

wages. 

1819-21 

106,500 

111,000 

96S 

B. d. 

6 4 

£ s. d. 
26 13 0 

1829-31 

216,500 

140,000 

1546 

4 3 

27 6 0 

i 844 - 4 f> 

533,300 

I go, 000 

2754 

2 3 

28 12 0 

1859-61 

910,000 

248,000 

3671 

2 1 

32 10 0 

1880-82 

1,324,000 

240,000 

5520 

I 9 

44 4 o' 


WEAVING. 


■ 



ProduBt per 
work ST 
in lbs. 

Cost of 
labour 
per lb. 

Average 

yearly 

income. 

1819-21 

1829-31 

1844.46 

1859- 61 

1860- 82 

80,620 
143,300 
34a, no 
650,870 
993,540 

250.000 

275.000 

210.000 

203.000 

246.000 

332 

1658 

3206 

4039 

s. d. 

IS 5 

9 0 

3 5 

2 9 

2 3 

£ B. d. 

20 18 0 
19 18 0® 
24 10 0 
30 15 0 

39 0 0 


I (h*Rsxhftrieh u. HZ. In regarding the advance of recent 
average waves it shou’ld he borne in mind that the later years contain a 
larS In consideiing the net yearly wages a 

deduction lor unemployment should be made from Lhe sums named in 

m«.t be taken of the depressed condition of hand-loom 
weavers, who had nut yet disappeared. 
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The same holds good of the growth of the cotton-weaving 
industry in America, as the following table shows : — 



Yearly 
product 
por worker 

Cost of 
labour 
per yard. 

Yearly 
eariiini^H 
per worker. 


Yarils. 

Ouute. 

Dollars. 

1830 

4321 

1.9 

164 

1S50 

12,164 

1.55 

190 

1870 

19,293 

1.24 

240 

1S84 

28,032 

107 

290 


Of Germany and Switzerland the same holds. Every im- 
provement of machinery increasing the number of spindles 
or looms a worker can tend, or increasing the pace of the 
machinery and thus enlarging the outiiut per worker, is 
attended by a higher weekly wage, and in general by a 
shortening of the hours of labour. 

A detailed comparison of England, the United States, and 
the Continent, as regards the present condition of the 
cotton industry, yields the same general results. A com- 
parison between England and the United Slates shows that 
in weaving, where wages are much higher in America, the 
labour is so much more efficient as to make the cost of 
production considerably lower than in England; in spin- 
ning, where English wages are about as highly paid, the 
cost of production is lower than in America (p. 15G). A 
comparison between Switzerland and Germany, England, 
and America, as regards weaving, yields the following 
results (p. 15 1) : — 



Weekly 
proiliirt 
lior worker. 

ClHt 
per yan! 

1 lours of 
labiinr. 

Wi'f'kly 






.H. il 

Switzerland and Germany 

466 

0303 

12 

II s 

England .... 

706 

U.275 

9 

16 3 

Ainciica .... 

1200 

0.2 

10 

2 *> .3 
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'riic low-paid, long-hourcd labourers of the Italian 
factories aie easily undersold by the higher paid and more 
effective labour of England or America, So also a com- 
parison between Llulhausen and the factories of the Vosges 
valleys shows that the more highly-paid labour of the 
former is the more productive. 

In Russia the better-paid labour in the factories near 
Petersbuig and in Esthland can outcompete the lower paid 
labour of the central governments of Vladimir and Moscow. 

Schulzc-Gaevernitz goes so far as to maintain that under 
existing conditions of low wages and long hours, the Indian 
factories cannot undersell their Lancashire competitors, and 
maintains that the stringent factory laws which are demanded 
for India are likely to injure Lancashire,^ instead of giving 
her an advantage. The most vital points of the subject are 
thus summarised, after an elaborate comparison of the 
cotton-spinning of England and of those parts of Germany 
which use English machinery : — 

“In England the worker tends nearly twice as much machinery 
as in Germany j the machines work more quickly; the loss as 
ciimparcd with the theoretic output waste of time and 
material) is smaller. Finally, there comes the consideration 
that in England the taking-off and putting-on from the spindles 
occupies a shorter time; there is less breaking of threads, and 
the piecing of broken threads requires less time. ^ The result is 
that the cost of labour per pound of yarn-— especially when the 
work of supervision is taken into account — is decidedly smaller 
in ICnglantl than in Germany. So the wages of the English 
spinners aic nearly twice as high as in (jcrmany, while the 
working day occupies a little over 9 houis as compared with ii 
to iii in Germany.” (P. isfi.) 

More recent investigations directed to a comparison 
between the efficiency of IJritibh and Continental labour 
confirm the conclusions of Schulze-Gaevernitsc. German 
workers are still inferior to IDnglish in the cotton trade, 
though they have gained in cfiiciency during the last ten 

^ Here Schulze-CjaevernUz appeais to .strain his argument. Though 
riffioial reports lay stress upon the .silver question as an important 
fartur in the rise of Ihmibay mills, there .seems no doubt of the ability 
of Rombiiy clusip labour, indepimdenlly of this, to unrler.sell English 
laliour for low counts of cotton in Ahialic markets. Brentuno in his 
work, //ouri ami in Ktlation to Pmiuction^ support.s Schulzc- 

(laevernil'z. 
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years, a gain directly associated with higher wages and a 
better standard of living. The same is genet ally ttue of 
France, Switzerland, and Holland. 

As regards the labour cost in India, we are told The 
number of operatives required to manage a given quantity 
of machinery was five to eight times greater in India than 
in England, and now it is at least three times greater, 
It is the advantage of position alone which has enabled 
this native industry to oust foreign yarns, except a few the 
bulk of which are coloured.^'^ 

Later comparisons of the relative efficiency of American 
and English weavers are invalidated by the gi owing extent 
to which automatic looms and other improvements in 
machinery have been adopted in America. No quantitative 
measurement is possible between the efficiency of the best 
eight-loom weavers of Massacliusotls, earning their 45s. or 
50s. per week, and the best Lancashiie weavers, with their 
smaller number of looms and lower wages. Alike in spin- 
ning and in weaving, the difference in the quality of the 
cotton goods further complicates the comparison. The 
higher average wages paid to cotton operatives in the 
Northern States is not, however, in the judgment of a recent 
professional observer,^ compensated by a corresponding 
superiority of efficiency. As regards the etticiency of 
labour in Southern mills, there appears to have been 
a temporary economy in low wages ; though to-day 
it is held that ‘Mn many instances the labour cost is 
actually higher in the South though the wages are so 
much lower.”® 

Some interesting testimony from Germany directly sup- 
ports the economy of high wages in hard manual occupations, 
A Foreign Office report of 1S98 on the coal industry of 
Rhenish Westphalia states: Although wages are doubtless 
lower than in England, even in this district, wheie they 
stand higher than in any other part of Germany, I think it 
will still be found on the average that the working effect i>cr 
coal-hewer and shift is only about half what it is in England, 
for the following reasons: because the Englisli pitman lives 
better, works with more judgment and skill, and once he 

’ Brassey and Chapman, p. 15.!, 

® Mr. Young. ^ Bfa^buy and Clinpman, p, 181, 
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has made his conditions, gives his greater labour-power 
more freely; and last, not least, he is a tiained hewer, 
timber-setter, or putter, as the case may be.” 

This is confirmed by the evidence of a German miner 
who worked for some time in Northumberland. ‘'There 
is good reason why the English miner should be the 
stronger man of the two. He has time to rest properly, 
and he enjoys more meat than potatoes. Generally speak- 
ing, overstrain and under-feeding disable the German from 
competing with him.”^ 

There exists a large amount of testimony, both of busi- 
ne.ss men and of economists, in support of the favourable 
effect of the higher standard of comfort enjoyed by 
American workmen upon the output of labour. European 
workmen who have gone to work in the United Stales 
commonly admit that they give out a much larger amount 
of working energy. How far this is susceptible of physio- 
logical explanation, the better food converted into more 
work, may perha[js be questioned. Probably psychical 
factors play at least as important a iiart. The recognition 
of a career open to every talent, or at least a fair oppor- 
tunity of distinct and appreciable improvement in the 
standard of comfort, has been a stimulus operative among 
ail sections of American workmen, though recent con- 
ditions of the low-skilled labour market have diminished 
its eflectivenesH. 'riie increase of the populatiori of 
negroes and foreign immigrants, forming an unskilled 
class of labour kept in its ]iliice by a reduced demand 
for skilled labour relative to the supply, seems likely to 
reduce the energy of Uie American “stroke” to the level 
of the European. If, in addition to this, the real wage 
of unskilled labour falls, as it has in fact done since 1897, 
one great source of American industrial progress is per- 
ceptibly weakened. 

§ 4* From the evidence adduced by Schulze-Gacvernitz, 
modern industrial progress is expressed, so far as its eflccts 
on labour are concerned, in seven results: (a) Shorter hours 
of labour, {i) Higher weekly wage. (0 Lower piece-wage. 
{d) Cheaper product, (f) Increased product per worker, 

^ JhUtpJhfi tlW'maft Livc^, Ernst DuchershuiT (1893), 

quoted Bmsey aiid Cliaimian, .iS. 
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(/) Increased speed of machinery, Increased number 
and size of machines lo the worker. 

All these factors must be taken into consi delation before 
a full judgment of the net results of machinery upon the 
worker can be formed. The evidence above recorded, 
conclusive as it is regarding the existence of some causal 
connection between a high standard of living and high 
productivity of labour, does not necessarily justify the con- 
clusion that a business, or a federation of employers, may 
go ahead increasing wages and shortening hours of labour 
ad libitum in sure and certain expectation of a corresponding 
increase in the net productivity of labour. 

Before such a conclusion is wan anted, we must grasp 
more clearly the nature of the causal relation between high 
standard of living and efficiency. How far aio we entitled 
to regard high wages and other good conditions of employ- 
ment as the cause, how far as the effect of efficiency of 
labour? The evidence adduced simply proves that a b 
certain phenomena relating to efficiency — as size of pro- 
duct, speed of workmanship, quantity of machines temlecl 
— ^vary directly with dif^ certain other phenomena lelaling 
to wages, hours of labour, and other conditions of employ- 
ment. So far as such evidence goes, we are only able to 
assert that the two sets of phenomena arc causally related, 
and cannot surely determine whether variations \\\ a b c arc 
causes, or effects of concomitant variations m d e ot 
whether both sets of phenomena are or are not governed by 
some third set, the variations of which affect simultaneously 
and proportionately the other two. 

The moral which writers like Mr, (lunton and Mr. 
Schoenhof have sought to extract, and which has been 
accepted by not a few leaders in the “labour moveiiieiU,” 
is that every rise of wages and every shortening of hours 
will necessarily be followed by an equivalent or a more than 
equivalent rise in the efficiency of labour. In seeking to 
establish this position, special stress is laid upon the evi- 
dence of the comparative statistics of textile industries. 
But, in the first place, it must be pointed out that the 
evidence adduced does not sup])ort any such sweeping 
generalisation. The statistics of Mr. Gould and Mr. 
Schoenhof, for instance, show many cases where higher 
money and real wages of American operatives are not 
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accompanied by a correspondingly larger productivity. In 
such casus the “ cheap ” labour of England is really cheap. 

Again, in other cases where the higher wages of American 
workers are accompanied by an equivalent, or more than 
equivalent, increase of product, that increased product is 
not due entirely or chiefly to greater intensity or efficiency 
of labour, but to the use of more highly elaborated labour- 
saving machinery. The difference between the labour-cost 
of making and maintaining this improved machinery, and 
that of making and maintaining the inferior machinery it 
has displaced, ought clearly to be added in, where a com- 
parison is made between the relation of net labour-cost to 
product in different countries, or in different stages of 
industrial development in the same country. The omission 
of this invalidates much of the reasoning of Schulze- 
Gacvcrnitz, Brentano, Rae, and other prophets of “the 
economy of high wages.” The direct labour-cost of each 
commodity may be as little, or even less, than in England, 
but the total cost of production^ and the selling price may 
be higher. Lastly, in that comparison between England 
and America, which is in many respects the most service- 
able, because the two countries are nearest in their develop- 
ment of industrial methods as well as in the character of 
their labourers, the difference of money and of real wage 
is not commonly accompanied by a difference in hours of 
labour, 

Tlie evidence we possess does not warrant any universal 
or even geneial application of the theory of the economy 
of high wages. If it was generally true that by increasing 
wages and by shortening working hours the daily product 
of each labourer could be increased or even maintained, 
the social problem, so far as it relates to the alleviation of 
the poverty and misery of the lower grades of workers, 

^ Mr. Goukrs general conclusion, from his comparison of American 
and European production, is “that higher daily wages in America 
tio/ vuan a correspondingly enhanced lahonr-cost to the manufacturers^^ 
{Contemporary Jan. 1893), This he holds to be partly due to 

superior mechanical agencies, which owe their existence to high wages, 
pailly to su|)crior physical force in the workers. But Mr. Gould's 
evidence and liis conclusion here stated, taken as testimony to the 
“economy of high wages,’* are insufficient, for they only show that 
liigh wages are all ended by increased output of labour, not by an 
increase correspondent to this higher wage. 



366 THE EVOLUTION OF 

would admit of an easy solution. But though it will be 
generally admitted that a rise of wages or of the general 
standard of comfort of most classes of woikers will be 
followed by increased efficiency of labour, and that a short* 
ening of hours will not be followed by a corresponding 
diminution in output, it by no means follows that it will be 
profitable to increase wages and shorten hours indefinitely. 
Just as it is admitted that the result of an equal shortening 
of hours will be different in every trade, so will the result of 
a given rise in standard of comfort be different. In some 
cases highly-paid labour and short hours will pay, in other 
cases cheaper labour and longer hours. It is not possible 
by dwelling upon the concomitance of high wages and good 
work, low wages and bad work, in many of the most highly- 
developed industries to appeal to the enlightened self-interest 
of employers for the adoption of a general rise in wages and 
a general shortening of hours. Because the most profitable 
business may often be conducted on a system which involves 
high wages for short intense work with highly evolved 
machinery, it by no means follows that other businesses 
may not be more profitably conducted by employing low- 
paid workers for long hours with simpler machinery. We 
are not at liberty to conclude that the early Lancashire 
mill-owners adopted a short-sighted policy in employing 
children and feeble adult labour at starvation wages. 

The evidence, in particular, of Schulze-Gaevernitz certainly 
shows that the economy of high wages and short hours is 
closely linked with the development of machinery, and that 
when machinery is complex and capable of being worked 
at high pressure a net economy of high wages and short 
hours emerges. In this light modern machinery is seen as 
the direct cause of high wages and short hours. For though 
the object of introducing machinery is to substitute machine- 
tenders at low wages for skilled handicraftsmen, and though 
the tireless machine could be profitably worked continuously, 
when due regard is had to human nature it is found more 
profitable to work at high pressure for shorter hours and to 
purchase such intense work at a higher price. It must, of 
course, be kept in mind that high wages are often the direct 
cause of the introduction of improved machinery, and are 
an ever-present incentive to fresh mechanical inventions. 
This was clearly recognised half a century ago by Dr. Ure, 
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who names the lengthened mules, the invention of the self- 
acting mule, and some of the early improvements in calico- 
printing as directly attributable to this cause.^ 

But, admitting these tendencies in certain machine indus- 
tries, we are not justified in relying confidently upon the 
ability of a rise of wages, obtained by organisation of labour 
or otherwise, to bring about such improvements of industrial 
methods as will enable the higher wages to be paid without 
injuring the trade, or reducing the profits below the minimum 
socially required for the maintenance of a privately con- 
ducted industry. 

Our evidence leads to the conclusion that, while a rise 
of wages is nearly always attended by a rise of efficiency of 
labour and of the product, the proportion which the in- 
creased productivity will bear to the rise of wage will differ 
in every employment Hence it is not possible to make a 
general declaration in favour of a policy of high wages or of 
low wages. 

8 5. The economically profitable wages and hours will vary 
in accordance with many conditions, among the most 
important being the development of machinery, the strain 
upon muscles and nerves imposed by the work, the indoor 
and sedentary character of the work, the various hygienic 
conditions which attend it, the age, sex, race, and class of 
the workers. 

Tn cotton-weaving in America it pays better to employ 
women at high wages to lend six, seven, or even eight 
looms for short hours, than to pay lower wages to inferior 
workers such as are found in Germany, Switzerland, or even 
in lancashirc. But in coal-mining it appears that the 
American wages arc economically too high — that is to say, 
thii difference between American and English wages is not 
compensated by an equivalent difference of output The 
gross number of tons mined by United States miners 
working at wages of $326 per annum is 377, yielding a cost 
of 86 J cents per ton, as compared with 79 cents per ton, 

* TTre*s Philosophy of Manufacture^ pp, 367-369. Dr, Urc regarded 
mechanical inventions as the means whereby capital should keep labour 
in subjfiction. In describing how the “self-acting mule” came into 
use he a<l(ls triumphantly : “ This invention comijriscs the great doctrine 
already propounded, that when capital enlists science in her service the 
refractory hand of labour will always be taught docility” (p. 36S). 
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the cost of North Staffordshire coal produced by miners 
earning $253, and turning out 322 tons per head.^ So also 
a ton of Bessemer pig iron costs in labour about 50 cents 
more in America than in England, the American wages 
being about 40 per cent, higher,*-^ 

It is, indeed, evident from the aggregate of evidence that 
no determinable relation exists between cost in labour and 
wages for any single group of commodities. 

Just as little can a general acceptance be given to the 
opposite contention that it is the increased efificiency of 
labour which causes the high wages. This is commonly 
the view of those business men and those economists who 
start from the assumption that there is some law of compe- 
tition in accordance with whose operation every worker 
necessarily receives as much as he is worth, the full value 
of the product of his labour. Only by the increased 
efficiency of labour can wages rise, argue these people; 
where wages are high the efficiency of labour is found to be 
high, and Diet vend,; therefore efficiency determines wages. 
Just as the advocates of the economy of high-wages theory 
seek by means of trade-unionism, legislation, and public 
opinion to raise wages and shorten hours, trusting that the 
increased efficiency which ensues will justify such conduct, 
so the others insist that technical education and an elevation 
of the moral and industrial character of the workers must 
precede and justify any rise of wages or shortening of 
hours, by increasing the efficiency of labour. Setting aside 
the assumption here involved that the share of the workers 
in the joint product of capital and labour is a fixed and 
immovable proportion, this view rests upon a mere denial 
of the effect which it is alleged that high wages and a rise 
in standard of comfort have in increasing efficiency. 

The relation between wages and other conditions of 
employment, on the one hand, and efficiency of labour or 
size of product on the other, is clearly one of mutual 
determination. Every rise in wages, leisure, and in general 
standard of comfort will increase the efficiency of labour ; 
every increased efficiency, whether due directly to these or 
to other causes, will enable higher wages to be paid and 
shorter hours to be worked. 

^ **No. 64 Consular Report” (cpioted Schoenhof, p. 209). 

^ Schoenhof, p. 2i(>. 
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§ 6. One further point emerges from the evidence relating 
to efficiency and high wages. According to Schulze-Gaever- 
nitz's formula, every fall in piece wages is attended by a rise 
in weekly wages. But it should be kept in mind that a rise 
in time wages does not necessarily mean that the price 
of labour measured in terms of effort has been raised. 
Intenser labour undergone for a shorter time may obtain a 
higher money wage per unit of time, but the price per unit 
of effort may be lower. It has been recognised that a 
general tendency of the later evolution of machinery has 
been to compress and intensify labour. In certain classes 
of textile labour the amount of muscular or manual labour 
given out in a day is larger than formerly. This is the case 
with the work of children employed as piecers. In Ure’s 
day (1830) he was able to claim that during three-fourths of 
the time spent by children in the factory they had nothing to 
do. The increased quantity of spindles and the increased 
speed have made their labour more continuous. The same 
is true of the mule spinner^ whose labour, even within the 
last few years, has been intensified by increased size of the 
mule. Though as a rule machine)^ tends to take over the 
heavier forms of muscular work, it also tends to multiply 
the minor calls upon the muscles, until the total strain is 
not much less than before. What relief is obtained from 
muscular effort is compensated b^ a growing strain upon 
the nerves and upon the attention. Moreover, as the 
machinery grows more complex, numerous, and costly, the 
responsibility of the machine-tender is increased. To some 
considerable extent the new effort imposed upon the worker 
is of a more refined order than the heavy muscular work it 
has replaced. But its tax upon the physique is an ever- 
growing one. hand-loom weaver can work thirteen 
hours a day, but to get a six-loom weaver to work thirteen 
hours is a physical impossibility."^ The complexity of 
modern machinery and the superhuman celerity of which it 
is capable suggest continually an increased compression of 
human labour, an increased output of effort per unit of 
time. This has been rendered possible by acquired skill 
and improved physique ensuing on a higher standard of 
living. But it is evident that, where it appears that each 


* D^r Gresshetriebt p. 167. 
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rise in the standard of living and each shortening of the 
working-day has been accompanied by a seveier strain 
either upon muscles, nerves, or mental energy during the 
shorter working day, we are not entitled to legard the 
higher wages and shorter hours as clear gain for the worker. 
Some limits are necessarily imposed upon this com- 
pressibility of working effort It would clearly be im- 
possible by a number of rapid reductions of the working 
day and increases of time wages to force the effectiveness 
of an hour’s labour beyond a certain limit for the workers. 
Human nat^ire must place limits upon the compression. 
Though it may be better for a weaver to tend four looms 
during the English factory day for the moderate wage of 
j6s. a week than to earn iis. Sd. by tending two looms in 
Germany for twelve hours a day, it does not follow that it is 
better to earn 20s. 3d. in America by tending six, seven, or 
even eight looms for a ten-hours day,i or that the American’s 
condition would be improved if the eight-hours day was 
purchased at the expense of adding another loom for each 
worker. 

The gain which accrues from high wages and a larger 
amount of leisure, over which the higher consumption 
shall be spread, may be more than counteracted by an 
undue strain upon the nerves or muscles during the shorter 
day. This difficulty, as we have seen, is not adequately met 
by assigning the heavier muscular work more and more to 
machinery, if the possible activity of this same machinery 
is made a pretext for forcing the pace of such work as 
devolves upon machine-tenders. 

In many kinds of work, though by no means in all, 
an increase of the amount of work packed into an hour 
could be obtained by a reduction of the woiking-dayj 
but two considerations should act in determining the pro- 
gressive movement in this direction ; first, the objective 
economic question of the quantitative i elation between the 
successive decrements of the working-day and the incre- 
ments of labour put into each hour ; second, the subjective 
economic question of the effect of the more compressed 
labour upon the worker considered both as worker and 
as consumer. 

^ Vide mpm^ p. j6o. These wages, however, are the average ul all 
thi! labour employed in the weaving-sheds, not of *' weavers” alone. 
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There is not wanting evidence to show tliat increased 
leisure and higher wages can be bought too dean 

In drawing attention to tliis consideration it nui.st not, 
however, be assumed that the increase of real wages and 
shortening of hours traced in progressive industries are 
necessarily accompanied by a corresponding increase in the 
compression of labour. In the textile and iron industries, 
for example, it is evident (fuce Karl Marx) that the oper- 
atives had obtained some portion of the increased produc- 
tivity of improved machinery in a rise of wages. ICven 
where more machinery is tended we are not entitled to 
assume a correspondent increase in felt effort or strain 
upon the worker, A real growth of skill or efficiency will 
enable an increased amount of machinery to be tended with 
no greater subjective effort than a smaller amount formerly 
required. But while allowance should be made for this, 
the history of the factory system, both in Kngland and 
in other countries, clearly indicates that factory labour is 
more intense than formerly, not, perhap.s, in it.s tax upon 
the muscles, but in the growing strain it impo.ses upon 
the nervous system of the operatives. 

The importance of this point is frequently ignored alike 
by advocates of a shorter working-day and by those who 
insist that the chief aim of workers should be to make 
their labour more productive. So far as the higher 
efficiency simply means more skill and involves no in- 
creased effort it is pure gain, but where increased (jffort 
is required the que.stion is one requiring cl<;se and detailed 
consideration. 

§ 7- Another effect of over-compressed labour deserves 
a word. 

'Fhe^ close relation between higher wages and shorter 
hours is generally acknowledged. A rise of money wages 
which affects the standard of living by introducing such 
changes in consumiition as require for their full yield of 
benefit or satisfaction an increase of consuming-time can 
only be made effective by a diminution in tins producing 
time or hours of labour. When, for exarnpUi, the new 
wants, whose satisfaction would be naturally sought from 
a rise of the standard living, are of an intellectual onler, 
involving not merely the purchase of books, ctr., but the 
time to read such books, this benefit rctpiires that llie 
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higher wages should be supplemented by a diminution 
in the hours of labour in cases where the latter are unduly 
long. But it is not so clearly recognised that such questions 
cannot be determined without reference to the question of 
intensity of labour. Yet it is evident that an eight-hours 
day of more compressed labour might be of a more 
exhausting character than a ten-hours day of less intense 
labour and disqualify a worker from receiving the benefits 
of the opportunities of education open to him more than 
the longer hours of less intense labour. The advantage of 
the addition of two hours of leisure might be outweighed 
by the diminished value attached to each leisure hour. In 
other words, the excess of intense work might be worse in 
its effects than the excess of more extended work. This 
possibility is often overlooked in the arguments of those 
who support the movement towards a shorter working-day 
by maintaining that each unit of labour-time will be more 
productive. When the argument concerns itself merely 
with alleging the influence of higher wages, without shorter 
hours, upon the efficiency of labour, this neglect of the 
consideration of intense labour has a more urgent import^ 
ance. It may be gravely doubted whether the benefit of 
the higher wages of the Massachusetts weavers is not over- 
balanced by the increased effort of tending so large a 
number of looms for hours which are longer than the 
English factory day. The exhausting character of such 
labour is likely to leave its mark in diminishing the real 
utility or satisfaction of the nominally higher standard of 
living which the high wages render possible. Where the 
increased productivity of labour is largely due to the 
improved machinery or methods of production which are 
stimulated by high wages without a corresponding intensi- 
fication of the labour itself, the gain to labour is clear. 
But the possibility that short hours and high wages may 
stimulate an injurious compression of the output of pro- 
ductive effort is one which must not be overlooked in 
considering the influence of new industrial methods upon 
labour. 

§ 8. Duration of labour, intensity of labour, and wages, in 
their mutual relations, must be studied together in any 
attempt to estimate the tendencies of capitalist production. 
Nor can we expect their relations to be the same in any two 
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industries. Where labour is thinly extended over an in- 
ordinately lung working-day, as in the Indian mills, it is 
probable that such improvements of organisation as might 
shorten the hours to those of an ordinary English factory 
day, and intensify the labour, would be a benefit, and the 
rise of wages which might follow would bring a double gain 
to the workers- But any endeavour to further shorten and 
intensify the working-day might injure the workers, even 
though their output were increased. Such an instance, 
however, may serve well to bring home the relativity which 
is involved in all such questions. The net benefit derived 
from a particular quantitative relation between hours of 
labour, intensity, and earnings would probably be widely 
diiferent for English and for Indian textile workers. It 
would, i fricri^ be unreasonable to expect that the working- 
day which would bring the greatest net advantage to both 
should be of the same duration. So also it may well be 
possible that the more energetic nervous temperament of 
the American operative may qualify him or her for a shorter 
and intenser working-day than would suit the Lancashire 
operative. It is the inseparable relation of the three factors 
•—duration, intensity, and earnings — which is the important 
point. But in considering earnings, not merely the money 
wage, nor even the purchasing power of the money, but the 
net advantage which can be obtained by consuming what is 
purchased must be understood, if we are to take a scientific 
view of the question. 

It should be clearly recognised that in the consideration 
of all practical reforms affecting the conditions of labour, 
the ‘‘wages" question cannot be dissociated from the 
“ hours " question, nor both from the “ intensity of labour " 
question ; and that any endeavour to simplifjr discussion, or 
to facilitate “labour movements," by seeking a separate 
solution for each is futile, because it is unscientific. When 
any industrial change is contemplated, it should be regarded, 
from the “labour" point of view, in its influence upon the 
net welfare of the workers, due regard being given, not 
merely to its effect upon wage, hours, and intensity, but 
to the complex and changing relations which subsist in 
each trade, in each country, and in each stage of industrial 
development between the three. 

But although, when we bear in mind the effects of 
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machinery in imparting intensity and monotony to labour, 
in increasing the number of workers engaged in sedentary 
indoor occupations, and in compelling an ever larger pro- 
portion of the working population to live in crowded and 
unhealthy towns, the net benefit of machinery to the work- 
ing classes may be questioned, the growth of machinery has 
been clearly attended by an improved standard of material 
comfort among the machine-workers, taking the objective 
measurement of comfort. 

Whatever allowance may be made for the effects of 
increased intensity of labour, and the indirect influences of 
macliinery, the bulk of evidence clearly indicates that 
machine-tenders are better fed, clothed, and housed than 
the hand-workers whose place they take, and that every 
increase in the efficiency and complexity of machinery is 
attended by a rise in real wages, The best machinery 
requires for its economical use a fair standard of living 
among the workers who co-operate with it, and with the 
further development of machinery in each industry we may 
anticipate a further rise of this standard, though we are not 
entitled to assume that this natural and necessary progress 
of comfort among machine-workers has no fixed limit, 
and that it is equally applicable to all industries and all 
countries. 

It might, therefore, appear that as one industry after 
another fell under machine-production, the tendency of 
machine-development must necessarily make for a general 
elevation of the standard of comfort among the working 
classes. _ It may very well be the case that the net influence 
of machinery is in this direction. But it must not be for- 
gotten that the increased spread of machine-production docs 
not appear to engage a larger proportion of the working 
population in machine-tending. Indeed, if we may judge 
by the recent history of the most highly-evolved textile 
industries, we are entitled to expect that, when machinery 
has got firm hold of all those industries which lend them- 
selves easily to routine production, the proportion of the 
whole working population engaged directly in machine- 
tending will continually decrease, a larger and larger pro- 
portion being occupied in those parts of the transport and 
distributing industries which do not lend themselves con- 
veniently to machinery, and in personal services. If this is 
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so, we cannot look upon the evolution of machinery, with 
its demand for intenser and more efficient labour, as an 
adequate guarantee of a necessary improvement in the 
standard of comfort of the working classes as a whole. To 
put the matter shortly, we have no evidence to show that a 
rise in the standard of material comfort of shopmen, writing 
clerks, school-teachers, 'busmen, agents, warehousemen, 
dockers, policemen, sandwich-men, and other classes of 
labour whose proportion is increasing in our industrial 
society, will be attended by so considerable a rise in the 
efficiency of their labour as to stimulate a series of such 
rises. The automatic movement which Schulze-Gaevernitz 
And others trace in the typical machine-industries is not 
shown to apply to industry as a whole, and if the tendency 
of machine^evelopment is to absorb a larger proportion of 
the work but a smaller proportion of the workers, it is not 
possible to found large hopes for the future of the working 
classes upbn this movement of the earning of high wages in 
machine-industry. 

§ 9. But though the individual self-interest of the producer 
cannot be relied upon to favour progressive wages, except in 
certain industries and up to a certain point, the collective 
interest of consumers lends stronger support to “the 
economy of high wages." We have seen that the possession 
of an excessive proportion of “power to consume" by 
classes who, because their normal healthy wants are already 
fully satisfied, refuse to exert this power, and insist upon 
storing it in unneeded forms of capital, is directly responsible 
for the slack employment of capital and labour. If the 
operation of industrial forces throw an increased proportion 
of the ** power to consume" into the hands of the working 
classes, who will use it not to postpone consumption but to 
raise theit standard of material and intellectual comfort, a 
fuller arid more regular employment of labour and capital 
must follow. If the stronp[er organisation of labour is able 
to raise wages, and the higher wages are used to demand 
more and better articles of consumption, a direct stimulus 
to the efficiency of capital and labour is thus applied. The 
true issuer however, must not be shirked. If the power of 
purchase now “ saved ” by the wealthier classes passed into 
the hands of the workers in higher money wages, and was 
not spent by them in raising their standard of comfort, but 
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was “invested in various forms of capital, no stimulus to 
industry would be afforded; the “ savings of one class 
would have fallen into the hands of another class, and their 
excess would operate to restrict industry precisely as it now 
operates. Though we would gladly see in the possession of 
the working classes an increased proportion of those forms 
of capital which are socially useful, this simple act of 
transfer, however brought about, would furnish no stimulus 
to the aggregate industry. From the standpoint of the 
community nothing else than a rise in the average standard 
of current consumption can stimulate industry. When it is 
clearly grasped that a demand for commodities is the only 
demand for the use of labour and of capital, and not merely 
determines in what particular direction these requisites of 
production shall be applied, the hope of the future of our 
industry is seen to rest largely upon the confident belief 
that the working classes will use their higher wages not to 
draw interest from investments (a self-destructive policy) but 
to raise their standard of life by the current satisfaction of 
all those wholesome desires of body and mind which lie 
latent under an “ economy of low wages.’' The satisfaction 
of new good human desires, by endowing life with more hope 
and interest, will render all intelligent exertion more effec- 
tive, by distributing demand over a larger variety of com- 
modities will give a fuller utilisation both of natural and 
human resources, and by redressing the dislocated balance 
of production and consumption due to inequality of pur- 
chasing power, will justify high wages by increased fulness 
and regularity of work. But it must be clearly recognised 
that however desirable “saving” may seem to be as a moral 
virtue of the working classes, any large practice of saving 
undertaken before and in preference to an elevation of 
current consumption, will necessarily cancel the economic 
advantages just dwelt upon. Just as the wise individual will 
see he cannot afford to “save” until he has made full 
provision for the maintenance of his family in full physical 
efficiency, so the wise working class will insist upon utilising 
earlier accesses of wages in promoting the physical and 
intellectual efficiency of themselves and their families before 
they endeavour to “invest” any considerable portion of 
their increased wages. Mr. Gould puts llxis point very 
plainly and convincingly: “Where economic gains are small, 
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savings mean a relatively low plane of social existence. A 
parsimonious people are never progressive, neither are they, 
as a rule, industrially efficient It is the man with many 
wants — not luxurious fancies, but real legitimate wants — 
who works hard to satisfy his aspirations, and he it is who 
is worth liiring. Let economists still teach the utility and 
the necessity of saving, but let the sociologist as firmly insist 
that to so far practise economy as to prevent in the nine- 
luLiith century a corresponding advance in civilisation of the 
working with the other classes is morally inequitable and 
industrially bad policy. I am not sorry that the American 
does not save more. Neither am I sure but that if many 
working-class communities I have visited on the Continent 
were socially more ambitious, there would not be less 
danger from Radical theories. One of the most intelligent 
manufacturers I ever met told me a few years ago he would 
be only too glad to pay higher wages to his working people, 
provided they would spend the excess legitimately and not 
hoard it. He knew that in the end he should gain thereby, 
since the ministering to new wants only begets others.’’^ 
If there are theoretic economists who still hold that ‘‘a 
demand for commodities is not a demand for labour,” they 
may be reminded that a paradox is not necessarily true. 
In fact, this particular paradox is seen to be sustained 
by a combination of slipshod reasoning and moral pre- 
judice. The growing opinion of economic students is 
veering round to register in theory the firm empirical judg- 
ment from which the business world has never swerved, that 
a high rate of consumption is the surest guarantee of 
progressive trade. The surest support of the ** economy of 
high wages” is the conviction that it will operate as a 
stimulus to industry through increased consumption. The 
working classes, especially in the United States and in 
England, show a growing tendency to employ their higher 
wages in pro^essive consumption. Upon the steady 
operation of this tendency the economic future of the 
working classes, and of industry in general, largely depends. 


^ R, li. Gould, Contentporar^ January 1893, 



378 


CHAPTER XV. 

SOME EFFECTS OF MODERN INDUSTRY UPON THE WORKERS 
AS CONSUMERS, 

g I. How far the different Working Classes gain from the 
Fall of Prices. 

§ 2, Fart of the Economy of Machine frodiiciion compensaUd 
by the growing Work of Distribution. 

§ 3. The Lowest Class of Workers gams least from Machine- 
production. 

§ I, In considering the effect of machine-production upon 
a body of workers engaged in some particular industry we 
are not confined to tracing the effects of improvements in 
the aits and methods of that single branch of production. 
As consumers they share in the improvements introduced 
into other industries refiected in a fall of retail prices. 
Insomuch as all English workers consume bread they are 
benefited by the establishment of a new American railway 
or the invention of new milling machinery which lowers the 
price of bread \ as all consume boots the advantage which 
the introduction of boot-making machinery confers upon 
the workers is not confined to the higher wages which may 
be paid to some operatives in the boot factory, but is 
extended to all the workers who can buy cheaper boots. 

How far do methods of modern capitalist production 
tend to benefit the laboui'cr in his capacity as consumer? 

Economic theory is in tolerably close accord with experi- 
ence in the answer it gives to this question. Each portion 
of the working classes gains in its capacity of consumer 
from improved methods of production in proportion to the 
amount by which its income exceeds the bare subsistence 
wage of unskilled workers. The highly-paid mechanic gains 



THE EVOLUTION OF MODERN CAPITALISM 379 

must, the sweated worker least- The worker earning forty 
shillings per week gains much more than twice as much as 
the worker earning twenty shillings from each general 
chcapcnizig in the cost of production. There are several 
reasons why this is so. 

I. Where there exists a constant over-supply of labour 
competing for what must be regarded at any particular time 
as a fixed ciuantity of employment, wages are determined 
\yith tolerably close reference to the lowest standard of 
living among that class of workers, and not by any fixed or 
customary money wage. This is particularly the case in 
the “.sweating” trades of large towns. Here such improve- 
ments in machinery and methods of industry as lower the 
price of articles which fall within the “standard of living” 
of tiris class are liable to be speedily reflected in a fall of 
money wages paid for such low-skilled work. In other 
words, a “bare subsistence wage” docs not gain by a fall 
in the price of the articles which belong to its standard 
of rmiifort. 

lOven in the lowest kinds of work there is no doubt some 
tendency to stick to the former money wage and thus to 
niise somewhat the standard of real wages, but where the 
competition is keenest thi.s vis inertm is liable to be over- 
borne, and money wages fall with prices. As we rise to the 
more highly skilled, paid, and organised grades of labour, 
we fionie to workers who are less exposed to the direct 
coiuslant strain of competitiun, where there is not a chronic 
ovt:r-.supply of labour. Here a fall of retail prices is not 
necessarily or speedily followt'il by any corrcs[>onding fall of 
money wages, and the results of the higher real wages 
enjoyed for a time impress thcm.selve.s in a higher habitual 
standard of comfort and strengthen the resistance which is 
ottered to any attempt to lower money wages, even though 
the attempt may be made at a time when an over-supply 
of labour does exist. 

In proportion as a class of workers is highly paid, 
educated, and organi,sed, it is able to gain tlie benefit 
which improved machinery brings to the consumer, because 
it is better able to resist the economic tendency to deter- 
mine wages by reference to a standard of comfort indc- 
pemlent of monetary consiilerations. So far as the lowest 
waged and most closely competing labourers have gained 
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by the fall of prices, it has been due to the pressure of 
sentiment on the part of the better class of employers and 
of the public against the lowering of money wages, even 
where the smaller sum of money will purchase as much as 
a larger sum previously. 

2. The smaller the income the larger the proportion of 
it that is spent upon commodities whose expense of pro- 
duction and whose price is less affected by machinery. 
Machine-production, by the fall of prices it brings, has 
benefited people in direct proportion to their income. The 
articles which have fallen most rapidly in price are those 
comforts and luxuries into which machine-production enters 
most largely. The aristocracy of the working classes, whose 
standard of comfort includes watches, pianos, books, and 
bicycles, has gained much more by the fall of prices 
than those who are obliged to spend all their wages on 
the purchase of bare necessaries of life. The gain of the 
former is manifold and great, the benefit of the latter is 
confined to the cheapening of bread and groceries — sl great 
benefit when measured in terms of improved livelihood 
no doubt, but small when compared with the increase 
of purchasing power conferred by modern production upon 
the Lancashire factory family, with its or £4^ a week, 
and in large measure counterbalanced by the increased 
proportion of the income, which, in the case of town 
operatives, goes as rent and price of vegetables, dairy 
produce, and other commodities which have risen in 
price. 

3. The highly-paid operatives generally work the shortest 
hours, the low-paid the longest. So far as this is not 
compensated by an increased intensity of labour on the 
part of those working short hours, it implies an increased 
capacity of making the most out of their wages. Longer 
leisure enables a worker to make the most of his con- 
sumption, he can lay out his wages more carefully, is 
less tempted to squander his money in excesses directly 
engendered by the reaction from excessive labour, and 
can get a fuller enjoyment and benefit from the use of 
the consumables which he purchases. A large and incrcas* 
ing number of the cheapest and the most intrinsically valu- 
able commodities, of an intellectual, artistic, and spiritual 
character, are only open to the beneficial consumption of 
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those who have more leisure at their command than is 
yet the lot of the low-skilled workers in our towns. 

§ 2. If we compare the statistics of wages we shall find 
that the largest proportionate rise of money wages has been 
in the highly-organised machine industries, and that the 
benefit which machinery confers upon the workers in the 
capacity of consumers falls chiefly to the same workers. 

It must not, however, be assumed that improved methods 
of production yield their full benefit through competition 
to the consuming public. On the contrary, much of the 
economy of machine-production fails to exercise its full 
influence upon retail prices. There are two chief reasons 
for this failure. To one of these adequate attention has 
been already drawn, the growth of definite forms of capital- 
ist monopoly, which secure at some point or other in the 
production of a commodity, as higher profits, that which 
under free competition would pass to the consumer through 
lower shop prices. The second consists in the abnormal 
growth of the distributive classes, whose multiplication is 
caused by the limitation which the economy of machinery 
imposes upon the amount of capital and labour which can 
find profitable employment in the extractive and manu- 
facturing processes. A larger and larger number of indus- 
trial workers obtain a living by a subdivision of the work of 
distribution carried to a point far beyond the bounds of 
social utility. For, on the one hand, when competition of 
manufacturers and transporters is more and more confined 
to a small number of large businesses which, because their 
united power of production largely transcends the con- 
sumption at profitable prices, arc driven into closer com- 
petition, a larger amount of labour is continually engaged 
in the attem|}t of each firm to secure for itself the largest 
share of business at the expense of another firm. On the 
other hand, shut out from effective or profitable com- 
petition in the manufacturing industries, a larger amount 
of capital and labour seeks to engage in those departments 
of the distributive trade where new-comers have a better 
chance, and where by local settlement or othemise they 
have an opportunity of sharing the amount of distribution 
that is to be done. Hence a fall of wholesale prices is 
usually not reflected in a corresponrling fall of retail prices, 
for competition in retail trade, as ]. S, Mill clearly recog- 
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nised, often, instead of lowering prices, merely divides the 
gains of the high price among a greater number of dealers.” ^ 
§ 3, The wide difference between the economic position 
of the skilled mechanic and the common labourer shows 
how fallacious is that treatment of the influence of machinery 
upon the condition of the working classes which is com- 
monly found in treatises of political economy. To j>re.sent 
a comparative picture of the progress of the woiking classes 
during the last half century, which assigns to them an 
increase of money wages, obtained by averaging a nunibi-r 
of rises in different employments, and reduces this increase 
to real wages without any reference to the diflerenl use of 
wages by different clasises, is an unscientific and mischievous 
method of dealing with one of the most important economic 
questions. The influence of maclnne-prodiiclion appears 
to be widely different upon the skilled mechanit: and the 
common labourer considered both as producers and con- 
sumers, and tends to a wide differena^ in standard of 
comfort between the two classes. This difference is furtlier 
enhanced by the indirect assistance which machinery and 
large-scale industry gives to the skilled worker-s to combine 
and thus frequently to secure wages higher than are 
economically requisite to secure their efficient work. C)n 
the other hand, growing feelings of humanily and a viq-.ue 
but genuine feeling of social juslice in an ever huger 
portion of the public often enable the low-.skillerl woiker 
to secure a higher standard of comfort than the operation 
of economic competition alone would enable him to reaciu 
But after due allowance is made for this, line con(:Iusi<in is 
forced upon us that the gain of machine-production, so far 
as an increase in real wages is concerned, has been chiefly 
taken by the highly-skilled and highly-waged workers, an/1 
that as the character of work and wages dr.srends, the 
proportionate gain accniing from the vast increas<s of pro- 
ductive power rapidly diminisht‘s, the lowest classes of 
workers obtaining but an insignificant sharia 

^ FHndphtof Politiml Ecommy^ Bk. ii., chap, iv. S 3. 
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OCCUPATIONS OF THE PEOPLE, 

§ 1. !^hifts of English employment as attested hy the 
Censuses. 

§ 2. Advancing and declining Manufactures, 

§ 3, Similar shifts of employment in the United States^ 
France^ Germany^ Austria^ Sweden. 

§ 4. General laws of the shift of occupations. 

55 3. Explanation of general movements of e 7 nployment 
§ f). The normal law ofevolutioti of emfioymenf. 
g 7. Relation of employment to miernaiiosial trade. 

§ I. The most valualjle source of information regarding 
the efl'octs of modern industrialism is the study of the com- 
parative statistics of occupations. Like every statistical 
inquiry, this is full of pitfalls, and much of the apparent 
precision which columns of figures and percentages suggest 
disappears when modes of collection and classification are 
subjected lo detailed analysis. But while such errors in- 
validate many particular conclusions as to the nature and 
size of fluctuations, they do not aflbet to anything like the 
same degree the broader judgments based upon a large mass 
of cumulalive statistical evidence. 

Now there is a striking consensus of evidence which 
attests certain important tendencies towards the expansion 
or contraction of occupations under the pressure of modern 
industrial forces. 

The summary tables of occupations in the last five 
censuses for ICnglancl and Wales give the following 
enumeration of the employed population under general 
heads; — 
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The main tendencies which appear in these summaries— 
VIZ., the relative and absolute decline of agricultural em- 
ployment, the relative decline of domestic employment, the 
moderate increase of industrial and the very great increase 
j- professional employment— are more 
profitably studied in the fuller analysis of the census of 
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1901,’ f)lotinp5 tlic proportions per million pmployorl in the 
princiiKtl bui)-hfjads in the last thiee censiisiis, and dis- 
linftiiishiniT those which .show an increase from those which 
show a deciiih'. 

The uiliitivo of a'^rinillure, .so far as employment 

is conf'erncil, vvlus not the .sfipiel of the repeal of the Corn 
I/iiws, 'file censn.s repiut of 1R31 for JCnc^Iand and Wales 
j)rest‘nls the follnwiiij^ ( mnpai alive table of p2iTenta,L;es; - 


I 

1 M 21 

ifS^i 

ItS^i 


11It111.1l. 

•• ."^5 


'fo which we may add the later estimates derived from stib- 
seiiuent censuses, which, ihoutsh <‘oinputed on a somewhat 
tlifferenl basis, exhibit the same general tendency: — 


2.^5 

IJI..*! 

tiS7J Ifi.S 

d'lMi 1 {. 1 ; 

tWU! Il.tt 

Itjnt 9,5 

'l’urniii,i( to tin? professional class, w(‘ have first to note 
the, growth of p<‘r.son.s engaged in CJovernnuintal work, 
gencMiil or loril, a growth of 37,3 per cent, during the la.st 
(lecennimii, or more than Uiiee times greater than the 
giowlh of population. In the ]>iivate ^'professirms,*' the 
rle.rical and legal ealling^i (except in Ihi'ir humbler branches) 
tail to keep pans with tiui occupietl liopulalion; inedicimt 
grrnv.s fiiHliT, though its large.st growth is in nur.scsand ollnsr 
inedieal aileiulants. 'fhe leaching profession and engineer- 
ing show a moderate increase, somewhat ’"fa.ster than tin; 
nggri^gnht of the occupied cla.sses. Hy far the largest pro- 
ixjitional advance is hmnd under the lu'ails of ‘'Art, Music, 
and Drama,” and ** Kxhihitions and (hinms,” while the 
smaller group onliflml “Literary and SciiMUillc ’* also grow.s 
a[)ace. In other words, the trasses subsidiary to ihi*, liberal 
prrHessions and the elasse.s ongagi‘d in rateiing to luxuiici 
and refTualions grow fasU»sl among the profi^ssions.” 


* Set! <M. iiy-j, p. 133. 
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Domestic service is doclinin^; in its proportiona^'c em- 
ployment, chiefly through the opportunities open to women 
to underlakc industrial employment, partly also through the 
raising of the school age,’* In the twenty years from 1881 
to 1901 female domestic servants increased by only 8,3 per 
cent., while the entire population advanred 25.2 per cent. 

One of the plainest and most considerable tendencies is 
the rapid growth of commercial occupations of almost every 
class. The ‘‘commercial’* group in the English census 
consists almost entirely of clerks, accountants, brokers, 
agents, travellers, auctioneers, and persons engaged in 
banking and insurance. The mnin body of merchants, 
salesmen and buyers, and most nitailcrs are relegated to the 
branches of “industry *’ which are concerned with the goods 
they handle. This prevents the census from affording exact 
or full measurement of the increase of commercial occupa- 
tions. But in recent decades the rate of growth of tins 
class has far exceeded that of the “industriar^ class, giving 
a rate of increase of 42.8 per cent for and 44.6 

per cent, for 1891-190T. In ordinary commerce thegrowth 
of commercial clerks and travellers is respectively 47. 1 per 
cent and 46 per cent, during the last decade, or about four 
times as fast as the growth of the occupied population. 
Banking, broking, and finance agencies have increased 
during the same period 43 . t percent., while insurance has 
grown no less than 79.4 |Mtr cent 

Although it is found impossible so far to sej^rate dealers 
from makers as to present a faithful account oi employment 
in retail trade, enough figures arc available to 
that the retail trading occupations are growing fester than 
the “making” parts of the industries. 

In his analy.MJS of the rrensusc.s from 2841 to i88x Mr. 
Charle.s Booth shows a viiry considerable advance in the 
proporLioiiate importance of dealing: - 


1841 

... 5.3 per cent 

iRsi 

... 6.5 „ 

iHOi 

... 7*1 » 

1K71 

... 7-8 „ 

iKbi 

7.8 n 


'The rei'ent census, making a cautious estimate of retail 
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liatlc', reachcJ? the figure 9.5, giving th0 aggregate of 
I j 355,500 as covering the shopkeeping classes. 

'The census for iSyi, comparing a number of retail trades 
-where the dealers are separitcd from makers, showed an 
increase of 27 9, ns compared with an increase of 15.1 for 
the wliole occupied population. 

Extracting from the comparative table of occupation.s for 
the last three censuses'^ such figures of retail dealers as are 
ideally distingiiishr‘d under the several incUistiial sub-orders, 
wt* reach the following result, which may be taken as fairly 
rt'tnescntative, from the varieties of retail business it 
includc.s: — 

i88[ 1891 iQoi 

Persons occupied ... (309,100 ... 794,300 ... 922,750 

Regarding the commercial and the industrial classes from 
the standpoint of the census, we perceive that the rate of 
growth of the former is considerably and persistently higher 
than that of the latter. If the retailers were taken out of 
the indu.strial class and put into the commercial, the moie 
rapid growth of “dealers” or “distributois,” as compared 
with “makers” or “producers,” would be still more 
striking. 

Turning now to the industrial group, which includes 
jnanufactuies, mines, and the building trades, we find that 
though the whole class sliows a considerable and continuous 
Jimrease in proportion of employment, that increase is chiefly 
nttrihulable to mining and building. Taking manufactures 
in the usual signification of that term, we do not find them 
Igaining in the proiiortion of employment they afford during 
recent decades. Mr, booth’s recent investigations- show 
that, wliile the proportion grew up to 1861, it declined from 
that date to iSSr. 

His percentages for persons employed in manufactures 
rire as follows : — 


1841 ... 
1851 ... 
r86i ... 
1871 ... 

i8Si ... 


27. 1 per cent. 
33 7 „ 

330 » 

31.(1 „ 

307 » 


i C(l. 2174, Table 54. 


® OccuJ*a£hns of the People, 
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Though recent census repoits do not piesent the returns in 
a form which enables us to conLiiiue Mr. Booth’s tabulation, 
a table comparing the censuses of i8Sr, 1891, and 1901 
enables us, by extracting the distinctively manufacturing 
groups, to perceive that niamifactures (whether building be 
excluded or included) do not engage any appreciable in- 
crease of the proportion of employed person. s. 

The percentages relative to the total population ovejr ten 
years of age are as follows : — 

tK8i xSot 1901 
Manufactures (excluding building) 21.54 21.89 2*73 

Manufactures (including building) 25.50 25.49 26,18 

If the dealing classes, included here, were left out, it seems 
probable that the decline shown by Mr. Booth to have 
taken place between 181S1 and 1881 would be proved to 
have continued. 

§ 2. A closer examination of the changes of employment 
in tlie several groups of manufactures shows that while 
manufactures as an aggregate are nearly stationary in the 
proportion of employment they afford, some sorts ad- 
vancing, others declining. 

The orders which show the gieatc.st decline are textiles 
and dross. While metal, ship.s, pottery, wood, food, etc., 
show a moderate advance, precious metals and instruments, 
vehicles, chemicals, printing, show a great increase, A still 
closer examination into the sub orchTS of the census returns 
shows that the foundational and the .staple precedes of 
manufacture are stapiant or declining in impoit^^ while 
those concerned with the finishing processes bf ?ttianu- 
factures, especially those concerned with the manufacture 
of more highly specialised article.s, are increasing. In the 
metal trade.s, while the more fundamental and general 
branches, classed as “iron and .steel,” show an advance 
of only T0.3 per cent, in the employment they afford in the 
period 1891-1901, the sub-order engineering and machine- 
making shows an advance of 67,4 per cent*,' while the 
trades connected with the manufacture of brass, wire, and 
electro-plate goods, show large gains. Electrical apparatus 
and various species of scientific, surgical, and musical 

,,4 

^ .Some of this increase, howmM, miisl he impuled to pre- 

cision in the census return. 
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instruments, together with the trades ):;cnej\illy clas^ied with 
jewellery, illiisUato the same temlenry in the metal in- 
dustries ffjr the finer and later piucesses to ah?»oih a larger 
share of the oecupation. 

'J’he order “paper, prints, books’’ sliovvs the same tend- 
ency. 'J’he most rai)id growth is in the proresses of printings 
lithography, hookhinding, elc.j llie least rapid in the paper- 
making industry. 

Jn the textile industry, amitl a gtiiieral deidine of the 
staple hranduiS of the spinning and weaving tiadt.s, the 
only gioup which holds its own is that emplo>eil rin minrir 
manufactures, “hemp, jute, roeoa fil>re, rt^n*, mat, canvas, 
Faildoth.” The order “dress” would have sh<iwn a jjosiiive 
decline in the numbers employed between iK(;i and lyoi 
had it not been sustained l»y the iiudusion of various 
“dealing” and small miscellaneous manufacturing trades. 
All the staple trades here also show a marked decline in 
the rate of growth. In the “fixul” rjrder, again, the most 
conspicuous gains are in confectionery, jauis», pickles, 
spices, luiiuTal watets, and in other tnules where 
“making” is weighted by the inelusion ttf dealeis, In 
“spirituous lifiuois, hoard, atul bulging, " tlut manularlming 
pjreccHses fail to keep puce with llie p(»ptilution in the 
employnuiiit they afford; the only real ailvances an* in the 
mercantile and retail pn>eesses of distribution. Jtrwellery, 
printing, jam and pickles, motor cars, electrical apparatus, 
oilclotlis, ginger betT, india rubber, dings, explosives, house- 
fitlings and dis'oraliomi an; instances of rapully advancing 
manulactuii'S from the .standpoint of cmployimiit. 

Two inipoUant gnanjs of “making” tratles whieh exhibit 
a most marked atlvam:e reipiire sepinuU* mgi«*c. 

Idrst, the group trades connectisl with Iiouses, their 
building ami furnishing, 'rim greater mobility of the 
population, the inciva.su* of great tt^wns, the demami for 
largt.T and better housing, the rlevelopment of public: build- 
ings for educational and tdher laiblie purposv.s have l>red a 
great demaiul for building labour, wliib; tlm comparatively 
meagre, use of niacliineiy and subMitnlion of maehine- 
formed for hand fmmed inateiiuls has oldigetl thLs demand 
to be met by a gr(ral imn’casci in the wtipply of labour, 
'rhougli the figures of die last two ci'nsiHvs are vitiatttd for 
exact cumtuuison by the exclusion in the former of large 
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numbers of ‘'general laboureis” included in the latter, the 
fact that the number of houses, built or building, had in- 
creased by 15.5 per cent, between 1891 and 1901 is a 
sufficient testimony to the progress of this industry. Under 
the general head of building are also included “works of 
construction and roads,” industries in large measure sub- 
sidiary to the transport trade. 

The second of these gieat progressive groups of industry 
is that concerned with the manufacture of vehicles for land 
or water carriage, 'I'he growth of land vehicles, including, 
of course, the new cycle and motor car trades, greatly sur- 
passes even the growth of the shipbuilding trades, 'J'hc 
following figures show the increase of occui)ation per 
million of the population (over ten years of age) during the 
last two decades : — 

jSSi iSoi 1901 

Vehicles ... 3,280 3,694 4,679 

Ships and boats ... 2,801 3,162 3,421 

This great advance of the ship and vehicle industries 
serves to introduce one of the most significant movements 
of occupation, the enormous rise of the transport order. If 
we add to the conveyam'e heading of the census certain 
groups of workers engaged in or contributing to the railway 
scrvit:e, wc find that the percentage for the last three decades 
stands thus; — 


1881 

1891 

Vjnj 

4.4 

4*9 

5*5 

1851 

... ... 

... 4. ti>erccut 

l8hl 

••• 

... 

1871 

... ... 

... ,1 

18S1 ... 

... ... 

... 5 .b „ 


Kach .sub-order of the conveyance indu.stries shows a signal 
advance in the amount of employment, exc(.'pl the suli- 
ordcr “on seas, rivcr.s, and canals,” where there is a. slight 
decline in absolute numbeis during the twenty years, 'I’his 
decline of British employment, however, is attended l>y 
a considerable growth of foreigners employed in l^ritisli 
ships, the tt)tLil increase from 1887 to 1902 being consider- 
ably faster than the increase of tonnagif.® 

* Mr. Booth’s tliUvK'Ut classiricalitin ol transpurt In hi.^ analy,^e.s, 
1831*81, inclutltis cU'iutiitts onulted here. 

“ Statistical Abstract, Cd. 1727, p, lyj. 
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§ 3, Statistics of occupations in the LTnitecl Status exhibit 
many of the same broad tendencies as those rjf Gieat 
Britain, a decline in the proportion of agricultuiai einplny- 
ment, a large advance in the professional classes, in 
commerce and the professions, a great clcvelr>i)ruent f#f 
mining, and during the last decade a .stoppage of the 
cailier ri.se in the proportion of manufactming and 
mechanical classe.s. 

The following table marks the broadest line » of t'hangi* . • 

PKRCICNTAIJKS ok TuTAC E.MPl.OVhU 

hSM(; 1IS71) if/jt) 

Agriculture ... ... ... 44.3 .i;.; 33.7 

Profcsbioiib ... ... ... 3.5 .(.1 4.3 

Domestic and personal .servkc ... i<>7 hS/j 
Tmde and transportation ... ... J0.7 14.^) 16,4 

Manufactures and mechanical pursuits u\|.4 

Many of the more detailed changes resemble those whi*‘h 
are occurring in England, 

In the professions there is the sanio fibnonnal advum u 
of the teaching, medical, and h'gal <dnsses. 'J'he iiu rra;.** 
of the commercial classe.s is mark(!d e.s{jecially in employ 
ments connected with banking and insurance, and by an 
enormous rise in the number of clerks, bookkeepers, ac- 
countants, and commercial Inmtllers. Most of the gnmps 
engaged in the conveyance <»f persons, goods, and nows 
.show an abnormjil iut'i(*ase, especially those tuumccled with 
street traffic, telegraphic and t^'Ieplionic scrvice.s, 'Iraders, 
wholesale and retail, do not, however, advance so rapidly 
as in England. 

In the manufacturing and (iiher produeaivtr industrie.s the 
most ^ rapid n'<'t?nt atlvaiice. is in the iion, sleel, and 
machinery trades, in c.otlon, hosiery, and silk, in paper and 
printing, glas.s, oil, chemieal.s, and a few minor manufac- 
tures. Among the inanuiactures whieli dei line in the 
proportion of mnployme.nt they uiford are many of the 
building and food trades, brewing and distilling, watch and 
(‘lock-makiitg, and precious metals, and various U'xtilo 
tuides. An absolute deelitu; in em|doymenl belwecn 1891 
and iQoi is recouled in boot and .shoemaking and the 
general leather trade, in woollen and carpet maiuifacture, 
and in most of the lumber nianufuctures, biicks, tiles, and 
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milling. Mining shows an immense increase, rising in ten 
years from 387,000 to 564,000. 

Tlie only available conipaiison of the movements of 
occupations in Fiance, as afforded in the censuses of 18G6 
and 1896, exhibits the same geneial trend : — 
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The detailed fi'ijure.s exhibit a sliikin^ puralicl tn the 
larger changes of occupations cxhii»ited by our :u;al)sis of 
the Knglish censuses, tlie same great advance in tije niiiiiir^, 
metal, building industries, in tiansjiort and (haling, in 
chemicals, printing and art tiades, and in insurance; while 
textiles and clothing show a relative decline, and agricul- 
ture is virtually stationary in the absolute, and ra[)Kily 
rctrogresbive in the proportionate, employment it affords. 

31y way of conipaiing the four largest and iiKiSl advann d 
industrial countues with less developed cf^untries, we may 
take the following official tables exhibiting the teiKieiicies 
of occupations in Austria and Sweden ; — 

ArsTKiA. iViceiilages. 



liSr/S. 

0/«;. 

AgnruUuro 

, 


MsinufucUiies 

. 31. J 

.13. ^ 

Trade and Unimnei re 


7- > 

Oflicud and rrofessienal Serva e 

1<* 1 



1 nn r t 

n 

SW 1.1*1 N\ 

Ih-o • 


(III If U 

llS/ *. 

1 1 

Agnniliuia and Kisliini; ... yih;* 

... 0 >.93 ... 


Indibtry 1 1 ; r 

... i' \ y n , 


Tiadc and 'riausjHU i ... 

rublit: Sciviu*, (H. (in 

. . ... 

ln.J/ 

chiding pinlei.i.iom.; ... v» 

... '/.It ... 

V'M 

ITKI.U 

I* nr; 

lUl.O 


S .p In all theMi crmutrics the .‘it.itiiaic.s of upations 
point to (vilain ronnmm Icndenc.u'h: • 

I. A velative decline in the iinpoiumc*.* <»f agricnllinc, a 
lapul positive dcclirui in free tiad<‘ Hnglund with its earlitM 
(liwehjpincnt <»f (iipiuilistm inilustiy and its dense poptila 
lion, a conshUTiible lelalivo dediiut in e;u:h <d‘ llie other 
coimlrics, irreiipertivt: of t;n iff policy, tleiisity of ]»r>puliilinn, 
land tiMJure or nianulaeluring tlevelopmenl. Agiienltural 
protection, (‘omliined with a large letetilion of small land 
oNvaciH as in Kranee and th imaiiy, ihtt possessimt of a large 
export liade in agiicultuial [irtulmv, as in the United 
Stales, retard, Init d(j not taneel, the opeialion of the 
tendency. 
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2. An abnormally rapid growth of the transport and 
distributive trades (wholesale and retail) with the building, 
car-making, electric, and other manufacturing industries 
subsidiary to transport and distribution. 

3. Wherever large deposits of coal and iron exist a great 
development of employment in mines. 

4. A relative decline of the staple or fundamental manu- 
facturing industries, especially the textile and dressmaking, 
as compared with the manufactures of final coimnodities 
for consumption. Luxury trades, or trades subsidiary to 
the arts and professions, present an increasing proportion 
of occupation. 

S- In almost every instance a large, rapid increase in llic 
proportion of the occupied population engaged in public 
services, professions, and other branches of non-material 
production. 

6. An increase in the proportion of the retired or un- 
occupied classes. 

Now it is evident that these movements are in part the 
expression of the evolution of capitalism through improved 
economies of machinery and the attendant organisation of 
labour. Where machinery is most perfected and most 
generally applied, as in the leading branches of the textile 
and other staple manufactures, such as milling, we find 
everywhere a relative, in several instances a positive, decline 
in the quantity of occupation, notwithstanding the existence 
of a large export trade in these articles, nic minor in- 
dustries, especially those concerned with the supply of 
luxuries, and other articles, the demand for which fluctuates 
with fashion, season,^ or taste, or where rapid changes in the 
methods of production preclude the large use of expensive 
machinery, absorb a larger and larger propmtion of the 
manufacturing classiis. liul manufacture, as a whole, does 
not advance at all, or at any rate not so fast as commerce 
and transport. This is evidently due in part to the fact 
that macliinory and the routine economies of modern 
capitalism are less applicable to these latter industries. 
Commerce, wholesale or retail, employs a much smaller 
amount of fixed capital than manufactures, and although 
the proportion of fixed capital in the shape of machinery is 
very large in the main branches of the transport trades, only 
a comparatively small proportion of the employees in these 
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trades are directly unga'p'ed iu (jpcratiiig machinery, tl'.c 
great majority being occupied in suli&idiary operations to 
which machine economy is Init slightly applicable, 'I’lie 
great propoitionate increase of mining and building em- 
pIo}ment in most countiics is also attributable in part to 
the cuin[>aiatively small use of muchinery in these opera- 
lions, though it is possible that the use of coal- cutting and 
other machinery of digging and haulage foi mining, and the 
use of prepared steel, w’ood, anil cjther macliine made 
materials in the building tiailc‘s, may icdm e the giowth of 
direct emiiloyment in these industries. 

The rapid growth of the professions, and iif most of the 
other classes engaged in producing “si;r>ice.s‘* or non- 
material forms of wealth, is evidently duo in largo measure 
to the inherently individual economy of these modes of 
production. 

U'he decline in the proportion of dcjiimstic service to the 
total of the occujaed classes, c\hibitul in Knghuid and 
America, neeins at first sight iiiMMisisUint wiili tin? attiilni- 
tion of so much importance to the capitali >1 ei'miomy. Slut 
rcllectitin will show that wdiile somethin;'; may hvie be 
altributed to the reduction in supply ior /iomestir scr\i> i s 
arising fiom llie incr<*nHed us" oi wmnen iu indusltial and 
commercial (iccupalions, a moie dinrl soun e the <lecline 
is the removal Irom the home, ami tin; peifonnanci* ly 
much iue industry, iff many of thf)se pnxM'sscs tjf washing, 
cixddng, denning, dressmaking, c.tc., which were forrm.Tly 
done at home. This is* <«iti of the most obvious u<*nnomi<ts 
()f that city life which is lived ]»y an ever larger proportion 
of our jvjpulution. 

Si 5. 'riieiiositive or rdativiidecdinc of agricultural oceupa- 
lieus cannot, however, be adcrpiately < xpl;uned by the growth 
itf inadiinery and .seu'utilic methtnls. Nor h it in the main 
alliilmtable to tleiufiidem n upon foreign eoiiutiies for fo<»d 
supplies, for the Unilid Slatis, a gieat lb<al exporter, and 
Fi ana*, (Germany, and Sweden, all of wlihdi arc almost self- 
supporting in agricultural products, show rapid reduetimi in 
the iiroportionute employment in agiicultura Against the 
ecomunies of machinery and of sci<fntiiic farming must 
lie set the iu'<'esHily of liaving rcccausc to less fertile lauds 
to meet the grcAving demamls of coimnnr'rs. 

In order to explain the dedinc of agricultural employ- 
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ment we must look nol so much to changes in production 
as to changes in consuinpiion. Every rise of the standard 
of consumption for a class or a nation is attended by a fall 
in the piopoition which food and other products of the soil 
bear to the total of consumption. Whereas in the eaily 
decades of the nineteenth century food swallowed up almost 
the entire income of the poorer sections of the working 
classes, and w^as by far the largest factor in the expenditure 
of the upper working and lower middle classes, its present 
place in the standaid of comfort of these classes, though 
important, is much smaller. If any accurate comparative 
statistics of consumption for the entire English nation were 
available, it is certain that the proportion of the general 
income of the nation expended ujiun food and other 
raw materials obtained by agriculture would show a ra[>id 
diminution during the last eighty years. What is true of 
food is also true of many sorts of manufactured goods, as 
the standard of roinfoit of large classes of a nation advances 
further* Though for the working r‘la.sses the earlier 
advances of real wages from a bare subsistence economy 
may be taken almost cnliicly in demand for better ami 
more various foods, and for larger fiuantities of furniturr, 
clothing, and other manufactured good.s, finther atlvanoes 
exhibit a larger expenditure upon retTcation, travel, ediH'a- 
lion, professional services; and the middle and w'cll to-do 
classes spend a still larger share of their growing incomes 
upon non-nuiterial consumption and ujion those more 
highly^finished nr artistic forms of material wealth which 
derive a smallei proportion of their value from the extractive 
and mechanical processes, 'I’lie paper and printing trades, 
as a half-way house between material and intellectual mm- 
modities, advancing in every countiy far faster than the 
occupied population, in spite of tlieir great use of machine 
economies, may be eile<l as a convincing instance of the 
change in con.sumplion. If impioved education ever brlng.s 
a better economy of reading, subsliliiting a rpialitativc fur a 
(juantitative consumption, a diminution of llie pniier and 
print occupations may follow, acconijianicd by an increase 
of occupation in the higher non-inat(!rial aits of literaiy and 
seiontific interpnjtalion, or even by a .sul>,-.titution of tlic 
non-cconomic art of thinking. 

The rapid growth of the professional and commercial 
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classes is partly attributable lo the fact that a larL'ci’ niimht.-r 
of i)eople have more monciy in spitml upon the survices 
rendered l)y these Ipss mec'!iani<*al otriipritions. Hut [)artly 
the growth of these classes may be regardud as an artificial 
inflation, due to a conibinatinn of oeonomic aial srx'ial 
circumstances, 'fhe superior social consideration attaching 
to a piofessional career, or conver.-jely di*>hl:e of a life of 
manual or mental routine in nianufarture m rommeree 
among an increasing middle class, together witli a great 
i'xpansion of the means ot professiimal iMliiration, lends to a 
congestion of many of lie* piofesdons and tr> n grf»\vth (*f 
what is soiniSimes t ailed an ** intellcf tiial i*ioleianat, * a 
struggling, ill paid, and irrcgnlaiiy employed nuu s t»f ipiali' 
fled teachers, doctors, engineiTs, joiunalists, and other 
writers. 

While a larf^e in(‘rease of whf»l«»srtl<i anil retail deaUirs, 
agents, tnivellers, and otlier couinif;n,*ial liasses is reqnirni 
for the improved distribution of tin* growing cjuantilies of 
cheapened material prod m is, the aeiual im rcatie of many 
of tlu!se classts seems greatly in cxecjis of tlii'j reipiiiemi-nl. 
Thinncrcusing dillinihy eNpeiienn*fl in seiun;; up for one- 
self with any pi ospircl of sueress in a maiuifar luring bu*ii‘ 
ness, as a farmer (^r oilier iniii‘penden( pnaluctT, diives 
larger and larger numliers of nam inli) rommereial pursuits, 
where with smaller and less sj»eeiali-efl training they ran 
struggle to earn a living by rutting into one or olher of 
the distributive processes, as nu’irhanl, broker, telailer, or 
agent for sonn; nierrunlilc oi insiuance busim^ss. It is 
easier to cMiUir tlie distributive I'tnnpetiiion with a chance of 
getting asvay some business from another iirm than lo <!nler 
a productive business. While iherefort* it is doubtless true 
that an excessive amount of |»rodui’live powt»r exists in 
many of our inanufacluring industries, ilm wash! i.s far l<‘ss 
than is caus<;d in liuf inrn'antilc anti retail proce.s.se.s by the 
reckless multiplication of distriinitors. 

S 6, The normal devtdopment of occupations for a nation 
passing through the «rra of modern capitialism w'ould seem 
lo be as fc>lIow.s:—Hcginning at a point where the large 
majority of the population were occupied in or about agrb 
culture, ami a small minority occupied exclusively in manu- 
facture or in rommerre, it would proceed to provide more 
and more occupation in the mining and staple manufac- 
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turing industries, especially in the main textile and metal 
trades. Proceeding further it would effect great economies 
in the fundamental manufactures, or would become a large 
importer of the cruder manufactures, and would employ 
itself more largely in the final stages of manufacturing 
commodities for consumers, in novel industries concerned 
with special tastes and luxuries. Transport and commercial 
operations will then come to play a greater part, and the 
finance aspect of business life to engage an incrcasi‘d 
amount of energy. While “dealing” becomes i datively 
more important than “making” in regard to the occupation 
it affords, the production and distiibution of non-material 
as compared with material goods grows apar^e — that is to 
say, the arts and professions (including the art of Govern- 
mcnL) engage a larger share of the pojmlation. When the 
general standard of consumption for the great mass of the 
people has reached a point where the more urgent needs of 
food, clothing, housing are satisfied, all furtlier rises in 
the standard represent a larger proportion of demand for 
recreation, education, professional services and other im- 
material forms of wealth, ilow rapidly a national economy 
will follow this line of progress depends largely ufion .special 
circumstances. Among these the most important are the 
relative power of the working classes to secure a sliarc of 
the incrca.scd material wealth which capitalist methods l(*nd 
to produce, and the freedom and expansibility of foreign 
markets. Where a large expansion of homo markets for 
agricultural and manufacturing products is furnished by a 
rising effective demand on the part of the main body of the 
nation, and where at the same time a larger comniaiul of 
foreign markets is obtained, the proportion of employment 
in the productive arls may remain large for a considerable 
period Tlus rapidly expanding markets for Hritish manu- 
factures during the first two-lhirds of the nineteenth Century 
served to maintain a very large proportion of the people in 
productive occupations in spite of the great economics of 
labour effected by machinery. Wher(i a rigorous protective 
policy prevails, as in the Unilctl Slates, Germany, and 
France, the rate of clisphiccmeut of agricultural and manu- 
facturing occupations by commercial and professional is 
consideraljly .slower. I'hese nations, not entering the era 
of machine economy for manufactures until half-a-ccntury 
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later than Great Britain, have been enabled to fnrnir,h 
occupation to a growing proportion of their populations in 
the manufacturing arts, in part displacing by home prorJur:is 
the former imports from Groat Britain, in part providing for 
the early increments of a material standard of comfort for 
their growing populations. 

Where a nation enters the modern capitalist economy 
witli a low standard of material comh)rt for tlie masses, a 
growing population and a protective systi-m, it may 
pone for a long time the diminution of agricultmal and 
inanufactuiing occupation vrhich is an inevitable ti*ndi*nf*y 
of an advanced economy. 

§ 7. The bearing of this upon international trailri is ob- 
vious. Although the number of wanus common to ineinbers 
of different nations constantly increases, and an international 
standard of comfort thus cslaldished furnisluss an ever- 
growing basis of international division of labour and 
exchange, very dormite limits exist at any time to the 
kinds of national wealth really available fur inleniational 
trade. While improved and rdicapemal uk'IIkuIs of stora^.e 
and transport continually iniTcase tins finaulity <if fooili, 
law materials, and manufactured goods availaid<i for wide 
international <listribuli(>n, an everdnereasing ]>roiionion 
national energy is put into those final prr)c<\s!»cs of piepaiing 
these material forms of wealth fur consumers, and into the 
processes of distribution, which are of ne(*c!isity t'onfinetl to 
national industry. Again, cvmy increase *)f the transport 
trades, and <‘vcry growth in the propoitionalc importance, of 
the arts, proft^ssions, and oilier branches of noiMnateiial 
production, further lestricts the inoporlion of the national 
wealth ailapted to inlenuilional cxcliangc. Where a nation 
is throwing an increasing proportion of its energies into 
these occupations, the proi»orli<in of its aggregate demands 
which is of a naiure to be supplied from extra-national 
sources will diminish. It by nt> means fullow'S liiat the 
volume and value oi its imports is diminished cither ab.so- 
luiely or in proportion to its total expenditure. Such a 
nation may, for a turn*, at any rale, rely to an increasing 
extent upon fortagners for its .supplies of food, raw material, 
and cruder manufacturos. So long as it has large access to 
the market.? of less advanced nations, it may displare its 
own agriculture and even its manufactures by imported 
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goods consumed in rises of Ihe material standard of coinfmt 
of the people, and paid for to an increasing extent by higher 
types of manufacture and by various sorts of sci vices, com- 
mercial and financial. 

"While there is no theoretic limit thus assigned to the 
giowth of an import trade which may more anil more dis* 
place the more primitive home industries, it is to be ex- 
pected that, as a diminishing proportion of the national 
consumption takes shape in cruder commodities, so in time 
the growth of the aggregate impoit trade will be checked, 
a diminishing proportion of the national income l)eing 
expended upon buying foreign goods. This decline in the 
relative importance of foreign trade, so far from implying a 
fall of national prosjiciity, would imply an ailvanct^ signify- 
ing, as it would, that such a nation ha.s become rich enough 
to spend a larger share of its income upon higher forms of 
wealth. 

(heat JJntain is the nation which has gone furtln*sl in this 
evolution, 'J'hc liistoiy of her fon*ign trade during the 
nineteenth century sliows her during the first luilf inrri'asing 
the value of lier iiniiort and export trad<‘ at a piu-e enor* 
moii.sly more rapid tlian the growth of her aggrt'gaie income, 
foreign trade assuming an ever greater iinporlance. About 
iS6o the pace of growth of fon'ign trade bi'gan to slacken, 
advancing at a pare which but slightly exceeded the gnmtb 
of the aggregate income of the nation. After 1MS5 a slow 
decline in the rate of growth as compared with national 
income is discernible. It seems likfdy that (ircat Ihitain 
has already ])iissed the turning-point in the (ltivelo|>nK‘nt of 
foreign trade, and that in the futiin*, while the volume 
and even the value of her imports (and Iherefon; of Iut 
<‘ xports) will show a crmtimial advance, those imports will 
con.slitute a slowly diminishing prf)]>r)rlion of the anmmi 
aggregate of eominodities and services coiusiimed by the 
nation. 

The statisLics of o(‘cupations among oIIut advanr'c.'d in- 
du.strial nations indii'ate that, though their Liter develop- 
ment may kcoj) them for sonui time further in the era of 
rapidly expanding foreign trade, the lime will eomo when 
they also will be suhjet^t to the same law, the aggrt*gnlc of 
their national industry growing faster than their foreign 
trade. 
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§ I. Moclurn industrial societies liave liillicrto secured tr) a 
very inadequate extent the services which modern niacluiu'jy 
and methods of production are capable of rendering. 'J'lie 
actual giowth of material wealth, however great, has been 
by no means (‘onimensuiate with the ennrinonsly increasi'd 
powers of i)roflucing material cominotlilit^s afforded by the 
discoveries of uuKlern sciiuice, and the paitial utilisation 
of these discoveries has betm attended l)y a very inu^rniid 
distribution of the advantages of tliis inni'iise in the slot k 
of common knowledge ami control of nature. MoretJVoT, 
as an offset against the growth of nuilerial wealth, inaehiinTy 
has been a diiect agent in [)roducing ceitain material and 
moral maladies whieh impair the health of inocleni in- 
dustrial communities. 

The unprecedented rapidity and irjegnlarity of the 
discovery and adoption of th(5 new im‘thotls made it im- 
possible for the strucLuie of indusliiiil society to adjust 
itself at once to the conditions of tin* new environment. 
7'hc maladies and defects which wo (li'tiu't in inodiTH in 
diistry are but the in(*astire of a pre.sent nadadjustintMil, 

The progres.sive adjuslmenl oi slructuni to euvinminenl 
in the unconscious or low-eonseious world is m?ce%ssarily 
slow. But wheie the Cfjnscioiis will of man, eillu.T as an 
individual or as a so('i»jty, ('an bo ulilisiul for an inljustiiig 
forc(i, the pac(‘ of [irogress may bo indefinilely ([iiiekiiied. 
A strongly roob'd eustom in a man yieldii very slowly to 
the pressure of charigial ('ircimistances which make it useless 
or harmful, unle.ss the man consciously rc<'(>gni.ses liie 
inutility of the custom and sets himself to root it out and 
plant another custom in its place. So the slowness of this 
work of industrial ndjustnient has heon in no small niensuie 
due to the lack of delinibi realisation hy the inemhiTS of 
modern commiiiiitiiri of the ms-d and inqujrtanre of tliis 
adjustinent. A sor*kfty whieh .should bring its con.seioiis 
will to bear ui»on tlje work </f con.stiueting m*w soeial and 
industrial forms to fit the new er'onomle conditions, may 
luakfj a piogivsij which, whikf rapid, may yet be safe, 
heeaus(j it is not a sptsndaiive progn^ss, but one whieli is 
guided in its line of uioveimstt liy pri'cetlent <'hang(‘S of 
environment 

Regarding, then, this consfMous organised (*iul{*avour, 
enlightened and stimulated by a fuller understanding (if 
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inrlustriiil furcos in tluiir rchition to hiimnn lifi/, :isa<L*tcr- 
niinant of growing value in the induHtrial of tin* 

future, it may properly belong to a liritMjtifj': study of 
modern industry to seek to dist'nviT how tlu* foicr* of 
conscious reform can reasonably wotk in relation to the 
economic foices who:ut o])eiation*; haw ht^i-n alir.Kly in- 
vestigati'd. 

Fn olhei wonl;;, what air the chief lim/r* of economic 
cliangij ifijiiircfl If) hiin;; a ruadjinittuent bet\\et*n 

moflern metliods of piodniaion nnd Wf lfare? 'Huj 

mi'aver to this (pn-stion rffpiiu'S ns to amplify our intf*r|,‘iv- 
tation of the indnstrial evolution of the past century, by 
producing into the future the same lines of development, 
that ihfjy may bf! juslifierl by the apj^caiance of Oijn.sisltujcy 
with sonuj rational social end. TIk* most fonvenijmt, atnl 
perhaps till.* safest way to nit ‘ct this diumunl is to itidicattf, 
with that modesty which rij'htly In-longs to jaojdus-y, sfiine 
of tiio main n-foims which seem tf» lie u[»on tlio lorifl t»l' 
indfiiliial progress, rendered subordinate to largiT hiiiiian 
Sficial ends. 

)i . 1 , So far as llu; waslft of ennifunic inalafljiistimMit 
consists itt the cKf'c.ssivc or d»'lcciivi? applicatitm ol varmiis 
kinds of productive, forf*c at difllsent points ot imluslry, 
njion basis of individual initiallvt^ and control, 

tluj riifornis wliich are ilcsimbic must U) considered as 
conlribnliii;' to the. tmm* <-omplete caablishmcnt of “free** 
competition in imluiilry. 

'rhe complete breakdtAvn of all barriiss which impedt* 
the free How of tNuinmuf'it and t!.«; migration of capital and 
labour, the fullest and widest dissemination of industrial 
informatifui, an^ n-'ees’iary tr> the attainmeiit of the indi- 
vidiiiilislic ideal of fn'o trade, lN:i1e»t Iramipari'ncy of 
industrial operations, piufcet Iluiility of lulaair and of wtialth 
would 4*ffeet inealetilal)ly e,n at ecojioniies in llie pro<lnction 
of o<jmiuer<’ial wealth. Idle fjee trader, In his concentration 
npott tlu! ac-hieveinmit ol the latli*r <!Conomy, has gimerally 
faileii to do full jusliei* to the inipoilariee of the former, 
lie has indeed'to some limited e\tettt iecognis<*d the value 
of noenratt' and exteiuhsl iinhvliial infmination ns tint 
intellectual basis of free tiadir. lJut, in emmmm witli most 
economists, he has failed to t-airy this consideration far 
enough. Ft is generally adniitUsI that the increased pult- 
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lication of accounts and quotations of stock, springing* out 
of the extension of joint-stock cnlcr]r)rise, the growth of 
ninnerous trade journals, the collection and dissemination 
of industrial facts by government bureaux and private 
statisticians, are servir*i-al)le in many ways. Eut the <ixtronu^ 
repugnance which is shown towards all on<l<*avours to 
extend the compulsory powers of acrpiirijig information by 
the slate, the extreme jealousy with whi('h the rights of 
private information are maintained, show how inadeciuat' ly 
tlie true character of modern industry is grasped In llui 
complexity of modern commerce it should be rccogni.st*d 
that there is no such thing as a self-regarding*' ora private 
action. No fact beaiing on pric(‘s, wages, profits, mfilhods 
of production, etc., concerns a single firm or a single hotly 
of worktirs. livery industrial action, however <lf;tail<Kl in 
cliarariler, however secretly conducted, has a public import, 
and necessarily afFecls the actions and inbTiJSls of innunior 
able persons. Indeed it is often precisely in tluj knowlt^lgii 
of those matters regarded as most private, and most cnrelully 
si'(‘rctcd, that the public interest chiefly lies. Yet so firmly 
rf)oted in the business mind is the individualistic conception 
of industry, that any i<U\a of a public development of llioso 
important private fiicts upon which the cnj<lit of a jarlicMiljir 
firm is based, would apj»ear to destroy tiu: very fonndatitm 
of the commercial fabric. liut, although in the game o( 
comnuTce a single firm which played its hand openly wUWa 
others kept theirs well concealed might suffer liiilure, it is 
(luite evident that the whole community interested in the 
gnm(j would gain immensely if all the hands wen; on the 
table. Miiny, if not most, of the great diiiasters of modern 
<*ommer<:ial societies are aUril>uluble])reciHely to the fact that 
the credit of great business firms, which is prt* t'minrntly an 
affair of public interest, is rcgard<‘(l as purely privalo iu'lbrti 
the crash, As industry !',r<»ws moni and mnn*. cfunpU.x, so 
the interest of the public ami of an evcr-wirlrr piiblit: in 
every industrial action grow.s ajKico, and a corro.spomlingly 
growing recognition of this public inlenfst, w’itb provision 
for its security, will be found lu'cessary. So far as the 
natural changes of indusliial structure in the private busi- 
ness fail to provide the requisite publicity, the exercise of 
direct public scrutiny must come to bo enforced. 'Phe 
reluctance sliown alike by l>odie.s of einploytiis and of 
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v/orktirs tn (livulj^e niatciial faf‘ls is in tiifasufc dne to 
thii fal.Mj idc'as thuy have ronr*uived as lo tlu*. 
iiulusuial aclMty, which liducation can do somclliiiig lo 
rcuiovr, hut which, if not removed, niust be over-ruled in 
the public intirest. 

}5 3* It must not, hr)Wever, be supposed that the most 
llioroui^h transparency of industry, any rnort! than the 
icmoval of the jjoluicid barriers whieh prevent Kive Trade, 
would tend to briu'.*, about the desirable adjustiucnt between 
the healthy sorial or, uranism and the euvironnu'iit of machine- 
production. Full free tiade would supply, quicken, and 
facilitate tlui (Jt)eration of those lariie economic forces which 
we have seen at work : the tendency of capital to gravitate* 
into larger and fewer masses, localised w'here labour can 
he maintained upon the most economical terms: a corre- 
sponrlent hut slower an<l less complete organisation of labour 
in liirgi; masses : the flow of labouring population into towns, 
together with a larger utilisation of wcunen and (where per 
niilted) eliildren for iiiduMrial wr>rk: a growing ki^enness 
of anta|‘()nisiu as the muss <if th<* h« .iness-unit is largi r, 
and an ituncaiiod expenditure of produetivt; povver uprai 
a}*gr(*ii. i\e coniinen ini warfare; the growth of monopolii-s 
sprin^'inp, hum niitmah soi'ial, or I'ronomic sonretfs, t*on- 
feninp, npim imlividunls or classes the power to consume 
wllliont prudtieing, and by their consumption to dire«:t the 
(innnlity and cliaracter <d'hug<‘ masses of labour. 

'rill* e<aiij>Ielo lealisation of full free irade in all direntioms 
has mi jiowt!!' whatever to abate tla^ artivity of these ffinvs, 
and wouhl only s(*rv(: to bring their operation into more 
signal ami startling piominenre. 

For the waste of jieriodie over prothietion \isihh: in trade 
clepreiision, for the Mifferiiigs caused by «*V( r l.uy,er oscalla- 
lions in price.; and greater irregularity of timploynumt of 
<*apital and lalumr, for the speritic evils of hmg hours or 
inlensily td* labour, dangerous and unwholesome 
cfiiulilions of employment, iia ieaw’d cmployiui'nt of wonu n 
and eldhlicn, aiul lumvlb of huge city lile, fieedoin of trade, 
coujoimsi willi piililieity of businehs operations can furnish 
no nrinediirs* 

It has bei’n seen that these iujuries to individuals ami 
groups of individuals, mid through tlmm to society, aiiae 
naturally anti ncccssatily from the unfetlereil operation f;f 
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the enlightened self-interest of individuals and groups of 
individuals engaged in olitaining for tlieinselves, by the 
freest use of industrial means available, the laigest ciuantity 
of money. 

So far as the.sG evils arc in form or in inagnitiide the 
peculiar products of the last two centuii*'.*', they are in laige 
measure Iraccaldc to methods of production enntiulied Ijy 
machinery, and to the social (*sUinate of marliine-pruihn b; 
which gives machineiy this controlling power. 

If this is so, such progress as shall alKite thtise evils and 
secure for humanity the uses of machinery without the 
abuses will lie in two directions, each of which tle.snves 
consideration; (r) an adequate so(‘ial n^ntrol over mar liinc- 
production; (2) an education in the arts of consumiition 
such as may assign proper limits to th<; siilioni of m.'U'hinc 
production. 

§ 4, That machinery subjiict to the muestricted guidarn’ti 
of the commercial interests of an individual or a class 
cannot be safely trusted to work for ihegenoial weHartt, is 
already conceded by all who ailmil the desirability or m*crs* 
sity of the restrictiv<j legislation of luuitory Acts, Minos 
Uegulation Acts, and the largo, giowth of public jutjvisions 
lor guarding against economic, hygienic, and other injnrii'S 
arising from the conditions of nuHloin indiistnal hlo. 

'nie.se provisions, whetluT designed din-otly to sof mo the 
interests of a class of cinployees, as in the oji'ie ol loichuy 
Acts, or tr> protect tlu^ cousuining pnblio, as in the. <‘aso ol 
Adulteration Aras, must he n*gar(led as involving an admi*' 
sion of a genuine antagonism between theaiiparent intorcfils 
of individuals and of the whole comnuinily, which it is the 
busines.s of society to f^iiard against. 

All this legislalion is rightly interpreted as a n‘iiliiclion of 
tlie freedom of individual induMry under iiuidern method'; 
uf pniduction, jeijuiii'tl in the jniblic inUavsh Uia oiiliolird 
macbme>|)r()duclion would in some cases fbree ci.ilihen ol 
six or eight yeans to work ten hoins a day in an unhealthy 
iimtory, would introduce suddenly a ho.t of 01 

oLlier “cheap*' workens to oust native* labour aceuiitonied to 
a higher standard of comfort, wumld peiinil an ingenious 
manufacturer to injure the coiusunuT by noxious adulteration 
of his goods, would force vvag(.*.s to be jiaid by orders uprm 
shops owned or controlled by employers, would oblige 
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worU-is to liuid u>^f:i]icr in dens of infection, and to breed 
physical oml inonil diseases -which would injure the body 
jn)litic. The iiretl of a .i^rowiivi: social control over modern 
niachine-]»roihifnion, in cases where that production is left 
ill the main to the diiiictioii of individual cnterpiisc, is 
admitted on every sid»‘, though the dtivelopment of that 
conliol lias uneven and determined by the pressure of 
roncretti |.pirvanccs ralh-T than by the acceptance of any 
tii.slinrU tlu-ory nf public resjjonsihility. 

Other liinitaliuiis upon imlividual freedom of industry 
imply a 1 icaier rreu^nition of the falsrhood of the laissez 
posilion. 'i'he undertaking by the State or the Muni- 
cipality, or otlier units of social life, of various departments 
of industry, such as the railways, telegraphs, post-offices, Is 
a deiinittr assertion that, in the supply of the common 
sun’iees njndeiecl hy these industries, tlio coiniietition of 
private interests cannot he relied upon to work for the 
puhlir g(j(Ki 

S S- industrieh whiuli the State either limits or 
contiuls in the interest either of 'a isidy of workers or of 
the consuming ]>uhlicnuiy bo regarded as passing from a 
private competitive condition to a public non <‘ompetitive 
condition. If tluireRire we wish to ascertain how fur and 
in what directions sor'ial contiol of modern production 
will proc:t‘(*d, we shall examine those industries which 
alrratly exhihit the collective character. We shall find that 
they aie of two Ivimls — (t) industries where the size and 
hlnit'iure of the “business” is such that the protection 
arf()r<lij<l by coni|)etition to the consuming public and to 
the workers has? disap]M'arcd, or is in friitiuent ahcyancc; 
(2) industries when-* tlie wuste and damage of excessive 
compelitiiui oiilweiglis the loss of enterprise caused by a 
renxival or restriction of the incentive of individual gain. 
As wi? have seen in the analysis of “trusts,’' these two 
chariN’torisLif's, wasteful ('oini»i;liti(>n and monopoly, arc 
often idosely related, the funner Higmifying the process oC 
intense struggh*, thi‘ object and ulliuuite issue of which is 
to reach the (iiiiet haven of moiioiioly. (ienerally speaking, 
social control in the case of over-coinpeLing industnes is 
limiU‘d to legislative enactments regarding conditions of 
employment and rpiality of gootls. Only those industries 
tend to pass under public administration where the mon- 
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opoly is of an article of general and necessary consimipti<ni, 
and where, therefore, a raising of prices cousicleiably above 
the competition rate would not succeed in evoking efiec'tive* 
competition. Since the general tendency of industry, so far 
as it falls under modern economies of inacliinery and method, 
is either towards wasteful competition or towards monopoly, 
it is to be expected that there will be a continual expansion 
of State interference and State undertakings. This growing 
socialisation of industry must be regarded as the nalund 
adjustment of society to the new conditions of machine- 
production. As under the economies of machine-produc- 
tion the business-unit, the mass of capital and labour 
forming a single “firm” or “business,” grows laiger in si/.e 
and more potent in its operations, the social di.sturbani‘c,s 
which it can occasion by its private activity, the far-reaclnng 
and momentous results of its strain of competitimi, tin; 
probability of an anti-social exercise of “monopolic” jiowcr 
over the whole or part of its market-area, will of necessity 
increase. The railway and shipping industries, for examph*, 
in countries like England and the United Statess, have 
already reached a stage of industrial developnu^nt when the 
social danger arising from an arbitrary fixing of rates hy a 
line or a “pool” of lines, from a strike or lockout of 
“dockers” or railway men, is gaining keener lecognitiDii 
every year. The rapidly growing organisation of both 
capital and labour, especially in the fumlamental indii.strir:i 
of coal, iron, and machine -making, in the machine transport 
industries, and the most highly evolved manufactories, gives 
to a body of employers or employed, or to a combination 
of both, the power at any moment to paralyse the whole or 
a large portion of the entire trade of a country in pursuit of 
some purely private interest or resentment, or in the a(V|tiis- 
ition of some strategical position, which shall enable tlicni 
to strengthen their cc»m[)eting power or gain a monopoly, 
Although the organisation of iiinsses of ('a])ital nmi of labiair 
may, as is often urged, make industrial strife h^ss ftcipicnb 
the effects of such strife upon llie wider public, who have no 
opportunity of casting a vote for war or peace, an; luoie 
momentous. Moieover, as these jnivale movements of 
capital and labour j)ruceed, the ])r(;bability of comliiiu*<l 
action between employers and employed in a particular 
industry, to secure for themselves some advantages at tlie 
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public expense, v/ill be a factor of increasing importance in 
mdustrial evolution. 

The Trade Union movement and the various growths of 
Indublrial Partnership, valuable as they are from many 
points of view, furnish no remedies against the chief forms 
of economic monopoly and economic wastes they can only 
change the personality and expand the number of monopo-* 
lists, and alter the character, not the quantity, of economic 
waste. Society has an ever-deepening and more vital in- 
terest in the economical management of the machinery of 
transport, and this interest is no whit more secure if the 
practical control of railways and docks were in the hands of 
the Dockers' Union or the Amalgamated Society of Rail- 
way Servants, or of a combined board of directors and trade 
union officials, than it is under present circumstances. On 
the contrary, an effective organisation of capital and labour 
in an industry would be more likely to pursue a policy 
opposed to the interests of the wider public than now, 
because such a policy would be far more likely to succeed. 

§ 6. When it is said that modern industry is becoming 
essentially more collective in character and therefore de- 
mands collective control, what is meant is that under 
modern industrial development the interest of the industrial 
society as a whole, and of the consuming public in each 
piece of so-called private enterprise, is greater than it was 
ever before, and requires some guarantee that this interest 
shall not be ignored. Where the industry is of such a kind, 
and in such a stage of development, that keen competition 
without undue waste survives, this public interest can com- 
monly be secured by the enactment of restrictive legislation. 

, Where such partial control is insufficient to secure the 
, social interest against monopoly or waste, State manage- 
! mintf upon a national, municipal, or such other scale as is 
Economically advisable, must take the place of a private 
enterprise which is dangerous to society- Tliis necessity 
becomes obvious as soon as the notion of a business as 
being purely “private” or “self-regarding” in its character 
is seen to be directly negatived by an understanding of the 
complex social nature of every commercial act. So soon as 
the idea of a social industiial organism is grasped, the 
question of State interference in, or Stale assumption of, 
an industry becomes a question of social expediency — that 
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is, of the just interpretation of the facts relating to ihei 
particular ease. In large measure this social control is to 
be regarded, not as a nccessaiy protection against the 
monopolic power of individuals, but as necessary for the 
security of individual property within the limits prescribed 
by social welfare. Modern machine-evolution, as is seen, 
permits and encourages the wanton invasion and destruction 
of forms of capital by the competition of new savings em- 
ployed in an anti-social way. It likewise tends to the 
frequent destruction of the value of that labour power which 
is the sole property of the mass of workers. The property 
which every man has in his own labour, as it is the original 
foundation, su it is the most sacred and inviolable, 

There are ccitain wastes of economic liower involvcrl 
in all competition ; theie are certain dangers of monopoly 
attaching to all private conduct of iiuluslry. ('olhMlivo con- 
trol deals with these wastes and dangers, adjusting itself to 
their extent and chatacter. 

§ 7, To the question how far and how rajTidly may this ex- 
tension of collective control proceed, nu more rkiUnito answt.T 
is possible than this, that as a larger and larger amount of 
industry passes itilo the condition ol the most highly evolved 
machine-industries of to-day, and develop.s alrmg with the 
corresponding economics, crirn spunding dangiTs luwl wastes, 
larger i)ort]ons will pass under ic.strictive h'gi.slatii/n or Slatt; 
maniigenicnt 

Tlie evolution in the slructUK' of capitalist (fnlerjmw^ while 
it breeds and aggiavat<;s the dis(*ases of trade (hrpression, 
sweating, etc., hkeivise prepares tluj way and faeiliiatcs tlu! 
work of social c»)ntioL It i.s easier ti; in.spcfl a few large 
factories than many Miiall oui*s, (‘asiiT U) aibitrati; wlicie 
capital and labour stands organised in large ni.'iitscs, easier 
to municq)iilise I»ig joint stock biisim’SM.ss in I'as, watci, or 
convc7ance. Every legislative iiiteifen'iKs*, in tin, way (»f 
insiiection or minor control, cpiirkens Liu! evoIuli<ai ol an 
industry, and hastens the tinm >vhen it ac(pun'S the position 
of monopoly which demands a fuller nn*asnn! of (-onliol, 
and finally passes into the ranks of puhlir* inilusliy. 

Thus it would follow that, unless j)n>eet;diiig' /utri 
with this evolution there was a springing up or an expansion 

^ Wealth 0/ Naliam^ 1 lo, 
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of other industries not so amenuljlu to large machine pro- 
duction, and tlicrufuie not prone to the dangers and wastes 
whicli apperUain to it, collectivism would absoib an ever- 
increasing pioportion of industrial elToit. 

55 8. At present it appears that Lheio are several classes 
of productive woik wdiich arc not anKnablc to machine- 
economy. There is much work which, though it could be 
perfuuned by machinery so far as technical character is 
conf'eined, cannot economically be undertaken in factones 
so long as large quantities of veiy cheap hand-labour are 
procurable. This class coinpiises the bulk of what arc 
commonly called the “sweating” trades, conducted for the 
most part in the homes of the workers, or in small >vork- 
shops. Most of these trades arc rightly regarded as casus 
of “anested development,” in the sense that they are kept 
out of the main course of industrial e\ohition by certain 
special circumstances lelating chiefly to the sut>ply of cheap 
labour. The wasteful working of the industrial system even 
in its best-ordered parts, the irregular and incalculable 
changes by which quantities of skilled labour are supplanted 
by new machinery, ill-directed uiigration of labour^ fiom 
country to town and Irom f(;reign lands, the diminution of 
doincstie work for women in the home, these and other 
movements feed the laige indiistr.al centres with quantities 
of unskilled and imtiiiined labour which can be bought so 
cheaply that in the lowest grades of many industries it does 
not pay the capiUilir.t cnitcptcncur to incur the initial cost 
of setting up ujqjuiisive machinery and the risk of working it. 

Not only in the manufactures but in other occupations 
this existence of a peimancnt pool of low-skilled, inefficient 
labour piesents a grave obstacle to the social and moral 
order of industiial nations, Large masses of “general” or 
casual labourers, dockers, cheap commercial clerks, shop- 
ashistants, etc., offer by their ijresence in the labour niarket 
an uu.surmountablc ob.stacle to the bettor organisation of 
tlie occupuUons to which they adheie. The low economic 
calibre (jf these grade.s of workers, their lack of skill, educa- 
tion, their low standard of consumption, keep alive a 
number of small, irregular, loosely-managed businesses, 
retarding the legitimate evolution of organised capitalism, 
and sustaining the most wasteful and degrading sorts of 
competitiou. 
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Economic and social progress demands the dusi ruction 
of these arrested developments: sanitaiy and otlier 
humanitarian legislation should hairy the sweating din; 
technical and general education should implant innn; 
skill and evoke moic wants; trad o-orgaiii nation j whfin 
practicable, should make for higher wages and other im- 
proved conditions of employment: labour colonii’i; and a 
more enlightened poor-law administration slujiiUl assist to 
drain these malarial marshes. The retarded or discaided 
growths of “sweating” trades involve social singery for thrir 
removal, and the governmental “ inteiference” it invoKi s 
should rightly be distinguished from the “socialiHin ” wiiif li 
consists in the conversion of private nouiially giown 
monopolies into iniblic undertakings. 

§ 9. Uut apart from these degraded siirvividn of jmj- 
capitnlist business, theieare olhca* kinds of work wliich ivin.iin 
outside of capitalist production, heeauae they are from tlu-ir 
natuie or the necessary conditions of Lhoir perhinnanctt iK^t 
amenable to machine industry. In branches subuidiaiy t<» 
the gu*at routine industries we have seen that nun li wuiK 
of final production and of repair remains in small lui-i 
nesses, that a genuine and healthy survival [*f liand labom 
may exist in trades toodi'pendt-ninpijn Ilm fiKiiiiif; d< iiiand. 
to enable them to i>as.s untler laclmy )ul»-, and dial wle n 
the hrcgiiUirily of the malerial or of the conditimis lU 
work preclude full use of routine method!;, as tns r a lat];r 
part of agiiculLure, an economy of small i.ude piuilnrtion 
survives. 

Certain recent U-ndencies of incchaniciil tli-vi lojuneni 
favour, and may even extend, lhe.se types of .‘.m.ill indualiy. 
The extension of small power nuu hiiics and tin- cluiapi r 
distiilnilion of electric power, under publh' uwnmship 01 
crmtiul, might give a new iiide]jmidfnrt! to i.iiiall ni.i.nr. 
ni some of our manufacturi's; while j'ri att r Im ilitii'ii and 
chi apness of Uanspoit might subsliluti; ioopiMtkm o! 
small knmers fur the eentralifiiiig jniJiH'ss evm in ta:.t ► 
W'heie the latter is at jmrieiit predominant, 

'fliese genuine fAuvivuIs (;!' small hnainesiies in a;;n« ulttin- 
and the manufactures, as ali;i> in i-i-il.tin dqiarlmunl , ol 
commerce, are, as we have seen, alliil unable to deincnls 
of peisonal rare, skill, and intmrM, wliu li, fmrniiig ini' 
poitanl conditions ol sueeeso, are found to outweigli the 
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economics of large-scale production. Tliey are, in fact, 
elements wljich distinguish the business where they arc 
found from mechanical industry, and stamp upon it the 
character of an art. 

Wlierever these individual mental activities of workrrs 
play a considerable part the art-economy displaces the 
niachitie-economy. Sui'h arts or crafts may often be far 
ininoved in their end or puipose from the fine arts that are 
fonrrrni'd with piorliicing ohjects of wliich the utility con- 
sists in tliCMr “beauty’’; fiornetiincs they may be cxeiciscd 
iMi‘irly in getting common forms of “.standardised” goods 
out ai irregular or otherwise inlrnrlaide materials, 01 in the 
slvillo'd use of rlimalo, soil, and other natural conditions; at 
otluir times the individuality of the worker Is directed to 
me(jt .some s[»(‘cial need or taste of the consumer that be- 
longs to a narrowly utilitarian ordrr. Put wlu;rever these 
clmractciistics of an industry attain importance, the direel 
i;1ioam of tendency towards large capitalism and niachine- 
rcononiy is chcjcked or reversed. 

Although, as lias been pointed out, the indirect control of 
the capitalist system over the surviving forms of small luimii- 
i’l-afts, farming, retail distributiem, and even over the profes- 
sions and tlie fine arts, is sometimes very considerable, the 
survival of lliese large and even growing departineuls of 
industry in small business forms vitalistt<l ijy individual 
rinalities of workmanship is a phenomenon of supreme* 
j.il'.nificnncii, 

ir, llieirfon*, w(j ptovirnonally accept the view which 
rrf'.uils the larf',e rouliiuj biisinerujeii, whc'ru mechanical 
mtjtheds anj domiivml, a.s tending towards a cojirtiiion 
where, competition disajjpears and public control, ultimately 
laiblic admini tration, bt^nome necessary, w^e must clearly 
r<‘('f)gnise the exiMtJiice of even larger domains of industrial 
activity \vhi<h, nnt conforming to this economy, remain in a 
f late (if competition atul of private enterpri.se. 

Am,‘ptin;< thii; method ol inleiprotalion, wo shall bo dis- 
po‘:ed to riv.',aol tluv.io largo routiim induslii<t!!, wliere pul^lic 
control is growing tighter, and which arc striving ever more 
MKressfulIy to itliminatt' competition, and to establi.sh forms 
of tiade agieeniettt or combination, as <h slintMl to pass into 
the form public intlnslries. 

8 (0. Our trxaminatiort of lendencifis in the more advam^ed 
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inclusti al countries enables ns to designate pretty cleaily 
the gencial outline of Ibis “socialistic” movement. A more 
definite re-assertion of public ownership of the land as the 
chief source of the mateiial and the power of industry, as 
well as llie basis of the home, is making its way in various 
forms into the work of modern government. While the 
present movement as rcgauls agricultinal and urban lands 
is chiefly directed to securing for the public by taxation an 
increased share of land-values, the gi owing recognition of 
the needs of city life imposes everywhere more restrictions 
upon the private use of lands and an increased public 
ownership of land for special public purposes. In modern 
(Icmocratic countries an increased availability of land for 
small settlers, embodying the prinrijde of ecpial access 
to the natural resources of the soil, is rapidly advancing 
as a public ptilicy. Legal rtistrictions upon large estates 
or upon other wasteful or cxlortionati^ uses of land aie a 
chief line of governmental action. Diit the growth of caty 
life in populous countries is pressing the <lemands for a 
more rigorous control over urban areas which makes for 
public ownership of city land as the final .scrairity for public 
liygicnc, convenient*, jesthctics, anrl fiiiana;. How far tlie 
inlciference with privaU* contract, through the (*slablisli- 
nicnt of land-courts and the utilisation of juiblit; cn tlit 
for converting tenants into ownmr*, may turn out to be 
the preparatory .stage of a proce.ss of public ownciship 
of agricultural lands, octuipied by tenants whostj pay 
ment for their laml may be regarded ludillbrcntly as a 
lax or a rent, remains a question for answtii* in this near 
future. 

Tn regard to the primary u^es of land, ])ractieablij sucialisiu 
may confine iUntlf to securing for the State as largo a shau* 
of the annual value of lint land as it can safely take, and tt) 
imposing more r.tiing(-nt conditiims upon its uses, while 
abstaining from any large c.xercise of public ownership and 
administiiition. 'Fhe greater inleresl imparted to the piiblii' 
hy modem induiitry in the limited mineral resoun*i‘s of land, 
taken in conjunction with the appearance of cartels, trusts, 
and other f‘ombinaliona for the cn))ilnli'it control of mining 
industries, plaees the latter in the cate,e,ory of tlio.se 5n- 
du.stries winch appear destined to pass into public enter- 
prise, and the fact that in crrlain (‘onnlrios lh (7 are so 



MODERN CAPITALISM. 413 

owned and adminibtered favoiiis this intciprotation of the 
tendency. 

If we follow the general line of development indicated by 
our eailicr analysis, we shall ascii be to collectivism also the 
adinini'dration of the chief modes of transport by land, 
and probably by water, the main systems of national 
and international liighways. The p,rcatcr part of the rail- 
ways of the woilcl are ahead) jmblic industries, and 
it IS e\tiemi‘ly unlikely that (heat IJritain and Amcru'a, 
lilt* two iinpiitimL i*\ct*ptions, will lonp le-ist tiie demand 
foi nationalisation. 

'J'hat local tianspoit, especially in city aieis, is passing 
fiom private into public entertirise, pari passu with other 
local routine services, is already siiflicicntly evident. 
Althougli the energy of private capitalist companies has 
at present seemed this field for piivatc profitable enter- 
prise in most cities of the United Stales and many of 
(Ircvat Ihitain, they cannot long hold a posHion which a 
wider survey of the civilised world shows to he a gro.'s 
anr)inaly. 

How far the nationalisation of manufacturing industry is 
likely to go, we have at present insul Ilf dent data for 
propluji’y, If the prevalence of tariffs encourages the 
growth of strong industrial trusts within national areas, the 
instinct or necefislly of public protiiction against these 
iiionoiiuliiis may compel civilised slates to substitute public 
for piiviiie monopoly, and to (‘inbark upon Ihnse funda- 
mental metal, and other maniifaclme!; which aie vital 
fai trns in national industiy and < oniiumplion. Such a step 
wouhl, lu>\v(‘v»*r, ho jircfaced liy a {.niei; of esperinumts in 
tuNatiftn and <’onirol, tlufiugh roslrie.livc* U';;islation affeiding 
])rh‘<'*; ami rondilioiis til employment. Hut while tlin:re is 
no eaily piobibilily r>r modern imlnstviiil stales engaging 
in niamil;n*tures (exerpl for fpi'eial pinposes of revenue or 
publie sceutil)} theie is more likelihood of a powerful, nmv, 
dire<‘t publie I’lUiliol over inamifneturinj'; industries being 
exen ised thi'iUii'h tuibrn' owneii.hipof miiimfaeluring pow’er. 
As ehsirifity hi*eom(*s more and tnore the Sfuiirc of 
indnsiri.il power for manufactuiiiip, as well as for tranr.port 
sis viei's, the owm iship and dislribulion of this imw’f*r 
will more and moie he I'erognised as a iimrlion whitih 
muiiii ipalilies, or oilier lar;v'r public uo as of govern 
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mcnt, must unclcilakc. Whether this new in tins Lri til power 
continue to be generated fiom coal, or in some other 
way, its safe and economical production and distrilnition 
over local areas cannot be long entriisleil to private 
companies. This socialisation of mannfaf'tiiiing power is 
likely long to antc-da^o any considi'ralilc socialisation 
of conciete mainifactiiring pK»ccsses, and may possibly 
become so potent an in^timnent of public control as 
to render iinneces'-;ary public ownership and walking of 
specific manufactures. 

flow far municipal or other public enterprise is likely to 
invade the distributing trades depends, in part, upon the 
rale at which the carrying trades generally pass into public 
trade, partly upon the success or failure of the nuni'Tous 
(experiments in inspection which are at present r(*gard(‘d 
as suffunent safeguards of the public inteiust in many 
tiad(‘S, Where, liowevitr, strong control over pri(‘es by 
local rings exists, or wheni inspection is proved iiunleqiiate 
to secure the public lu*allh against disen.S(‘d or ndulii'rated 
wares, new invasions upon the domain of private trade will 
occur. 

d’he public abattoirs whirdi nloiarly exist in many 
ICnropean cities may turn out to be thti first .stage in a 
public meat supply; municipal dairies and bnkcrit‘K may 
displace private trade in bnxul and milk; while the pnsent 
extortionate prarlires of rings of ('oal merclianls would 
hardly be likely to survive public owiier.ship and manage- 
ment of railroads. 'Phough the gi.-neral inachinety of cre<lit 
and in.suranc.c still remains for tbe most pait in private 
liiisincsscs, Gonsiclerabkt (aicronelimcnts in the shape of 
Slate insurance and public savings liauks havi: been made. 
Uen*, as in many other departments, llu,‘ forward movement 
in many countries lakes shape in munit'ipalism ratluT than 
in nationalism, and muniitipnl in'.urnnee scitenu;!;, banks, 
and pawn-shops are oecuiiying jdaei.s (d im rtra .ed im)»ort 
nncis in the development (d' pnldic city lifix 

It i.s very germane to our pnvient outlook to ns'ogniscs 
tbe HUp/Tsession of inivate l»y publif* (‘nterpiise whiidi i.s 
taking place in that drpnrttnent of proilnetion which wt* 
term the professions. This asfiumptien of ediuxilion nsi a 
chief fuiirlitm of the Slate i.sof counie tlie most conspiriioiei 
instance of Ihi.s U'lidency. In most Kuropean (tounlries, 
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hinvovcT, the socialisation of medical services and of general 
hygiene is advancing at a considerable pace. Even in Great 
llrituin the majority of our hospitals and infirmaries are 
l)ublifily supported and managedj and public dispensaries 
play an increasing part in the hygienic machinery of the 
country, 'fhough the socialisation of law, in the sense of 
free access to public advice and adminisliation of justice, 
is veiy far from completion, certain notable advances have 
b(M*n made in most countries within leccnt times. In 
(Iieat Ijiifain the extension of law to cover new areas of 
<‘Dntrovoi.sy, reforms of procedure, as in bankruptcy and in 
the aduiinistiiition of Public Companies Acts, gratuitous 
h'gal arlvlix* of magistrates, criminal defences paid out of 
the public purse, and various other movements illustrate 
this slow, uneven, but oontimious advance towards the fuller 
intionalisation of justice. 

'fin? routine tnules or professions engaged in supplying 
coinmt)!! forms of recreation arc also becoming socialbed, 
partly as aj»pcnilages of public education or of public 
liygiene. Art galleries, ficii libraries, [mblic parks and 
gurdrns nrn but a few of the embellishments of civic life 
which fniin imjiortant bases of public: professions and 
industries. 

S II. IVe now stand faoi to fare with the main objection 
m fjftiai rniseil against all endeuvouis to remerly industrial 
niul social disi'ases by llie expansion of public control. 
(Mimpelition aiul the zest ot individual gain, it is urged, 
fiuiii-Ji the most elTi‘(live inrenlivo to enhTprise ami 
tli:-c(jv<:ry. Assuming that society were strnelnrally com- 
pi*1(‘nL to adminisUT imbislry oflic-ially, the establishment 
ot industrial carder would be the ili.*alh-lil(w to industrial 
progres.s. 'I'lu* strife, dangiT, and waste of industrial com- 
petition arc ne<:(‘.sHary eonditions to industrial vitality. 

How murh foree do tiiesc objections contain in tlic light 
of the information piovitled by our study of indnstiial 
evolution? It should be recijgnised at the outset that the 
enmomic individualist is not a t'onservative, <lefeiidittg an 
established »ntler and pointing out the dangers altmuling 
j>ropo',t il innovatbms. Our analysis of the slrueUire of 
im>il<‘in industiy sliows tin; pri)gressivc s»(H‘ialisalit>n f)f 
eert.iin elassi-s of industry as a slej) in the order of invents, 
equally natmal ami necessary with tlie earlier steps by whirh 
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machine-industry superseded handicraft and crystallised in 
ever larger masses with changing relations to one another. 
The indictment against social control over industry is an 
indictment against a natural order of events, on the ground 
that natuie has laloMi a wrong road of ach'ancement. It 
is only possible to legard the legislative action by which 
public control over industiy is established as '‘unnatuiar* 
□r ** artificial ” by excluding from “Nature** those social 
forces which find expression in Acts of Pavliainent, an 
eminently unscientific mode of reasonin/5. 

But tliough this growing exercise of social control can- 
not be regarded as “fighting against the constitution of 
things,”^ it may he ronsidered by tlrose who hold we have 
no guarantee of the future development of the human race, as 
one of the lines of action in which the advancing enftJcblo- 
ment of man may (jxpress itself : the aI)anflonnient of 
individual strife in ronunerce may lie reganltul as a mark of 
diminishing vitality, which seeks inmiunity from and 
an cquabli^ condition of material comfinl, in prifcreiKHt to 
the risks and ex<’iu*ment of a more eventful and arduous 
career. Order will be jnnehasrd at the pricKj of prograss : 
the abandonment of imlividtial cntiTprise in industry is part 
of the decadence of luunaiiity. This is tins interpretation 
which J)r. JVarson, in his JVutiOna/ Life ami V/m/tuitTf 
l)lac(js upon the socialistic tendencies of the ag,<‘: tlie suj)- 
pression of competitive imlustry in order to cure pov<-rly, 
physical misery, and stjcial injustice, will a .socii'iy 

which is “ sensuous, giiiial, fibr(ih%s.** valulity of such 

a judgment ntsls upon two assumptions: first, lh:it social 
control of indu.stry necessarily crushr^s the .sjurit of indi- 
vidual <int(‘rprise ami checks industrial progress; s<*(‘ond, 
that cxttjn.sir)n (;f Stale* control over capitaliat industry 
necessarily iinj*lies a diminished scope* of indivi<lual control 
in the production of wealth. 

The first assumption is op«*n to a number of critici.snis 
which mu.st l)e lield to gnsilly modify its fijnre, atul which 
may he summarised ns follovvis: 

(1) Wuch indiviilual (*nlerpiise in indu.stry does not make 
for industrial progiess. A large.r and latger pioportiou of 
the eiKTgy giv(*n out in trade competition i.s (‘oiisuiuerl in 

* SpriKS'i, A'afttvff Manh 
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violent warfare between trade rivals, and is not represented 
either in advancement of induslrinl arts or in increase of 
material wealth. 

(2) History docs not show greed of gain as the motive of 
the great .‘arjis in industrial progress. 1’hc love of science, 
the pure dtdight of inerhanical invt;ntion, the attainment of 
some alight piTsonal convenience in labour, and mere 
chanc(‘, play the laigf‘:*.t part in the history of industrial 
improvements. Tliuae motives would be a.s equally oper- 
ative under stale control as under jjrivate cnterprii.u. 

i;^) Snell personal inrlucementa as may .supjdy a ii.sefnl 
stiniulu!i to Lhii invi‘ntiv<.‘ faculty could be ofTlered in socially- 
ctinlrollf'tl industry, not merely piiblieity and honour, but 
such direct material rewards as were useful. 

Indust lial history show.s that in modern competitive 
industry the, motive of personal gain is most wastefully 
ap[)lied. On the one hand, the great mass of intelligent 
workers have no opportunity of securing anaderiualerewani 
for any special application of intelligence in mechanical 
invetitiiin or otIuT improvement of indu.slrial arts. FtiW 
great modr!rn in^vMitors have made money out of their 
inventions. On the otht‘r hand, this fvtref^nnmr^ with jnst 
(fiiougli l)UHin(i.ss cunning to recognise the inarket value of 
an improvement, r(*aps a material reward which is often (‘nor- 
mously in excess f>f what is economically rcypiircd to in<lu<*e 
him to aiijily hi.s ** hu.sin<!ss ” qunlitie.s to tlm muUjrtaking. 

(4) 'I'he saimj charg<‘.s of weakened imlivi<lual intcTirKt, 
want of plasticity and enltirprisf*, routine torpidity, artt in a 
measure, iqiplicalilt; to (wery largi* Imsimissas compared with 
a smaller. Adam Smith considered them fatal barruxs to 
the growth of joint-stock <ml4?rpris<! outside a n;rlain 
narrowly-defined range. Ihit the economies of tlm largo 
business were found to outweigh thasc consi<lerations. So 
a well ordcnicl state-imlustry may be the most <j<'rmoniical 
in spitt! of iliminislicd elasticity and enlerprise*. 

but while these considtTalions (pudify the, force of the 
ronlention that slate - control wumid give no sc'oj«‘ for 
industrial ]>rogresH, they do not ntfule it 'fhe. justification 
of tl»! as.sumption by the Stale of various fniu’lions, military, 
juditial, industrial, is that a safi^ ordeily roulhte. iti the 
(oniluct of ihesit affains is rightly purcluased by a l(*.ss of 
elasticity and a diminished pace of progress. 'I'he arts of 
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war and of justice would probably make more advance 
under private enterprise than under public administration, 
and there is no reason to deny that postal and railway 
services are slower to adopt improvements when they pass 
under government control. 

It may be generally admitted that, as the large modem 
industries pass from the condition of huge private mon- 
opolies to public departments, the routine character will 
grow in them, and they will become le.ss expcriiiiental and 
more mechanical. It is the nature of machines to be 
mechanical, and the perfection of machine-industries, as 
of single machines, will be the perfection of routina Just 
in proportion as the machine has established its dominancy 
over the various industries, so will they increase in size, 
iliminish in flexibility, and grow ripe for admi.ssion, as 
routine businesses, into the ranks of statri-industry. If the 
chief object of society wa.s to secure continual progress in 
military arts and to educate to the utmost the military 
qualities, it wouhl be well to leave fighting to private 
onterprise instead of establishing state monopolii's in the 
trade of war. It sacrifices this competition, with tlw progress 
it induces and the personal fitness it evolves, in order that 
the individual enterpri.se of its members may be exercised 
in the competition of industrial arts, inducing industrial 
progress and evolving indastrial fitn(!.ss. 'I'he .substitution 
of industrialism for warfare is not, however, understood to 
imply a diminution of individual enterprise, but an altera- 
tion in its application. 

If, starting from this point of view, we regard human life 
as comprising an infinite number of activities of dilTercnt 
sorts, operating uiion difierent planus of competition and 
educating different human “lllue‘,.ses," we shall undiTStand 
how the particular ]>hase of induslrial evohiliou we are 
considering i.s related to the wider philosophic view of life. 
All progriiss, from primitive savagedom to modern civilisa- 
tion, will then aiqiear .as consi.sling in the progn;.ssive 
socialisation of the lower functions, the stoppage of lower 
forms of competition aiul of the edui'alion of the more 
hrutal fiualities, in order that a Larger and larger proportion 
of individual activity may be engaged in tlie exerci.su of 
higher functions, the practice «)f eomiietilion upon higher 
planes, and the education of higher forms of fitness. 
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If the history of past civilisation shows us this, there is an 
d priori presumption that each further step in the repression 
of individual enterprise and in the extension of state-control 
does not mean a net diminution in individual activity or 
any relaxation of effort in self-assertion, but merely an eleva- 
tion of the plane of competition and of the kind of human 
qualities engaged. This is, in fact, the philosophical defence 
of progressive socialism, that human progress requires that 
one after another the lower material animal functions shall 
be reduced to routine, in onler that a larger amount of 
individual effort may be* devoted to the exeieise of higlu r 
functions and the cultivation by strife of higher f|ualitics. 

To suppose that the reduction of all machine-industry to 
public routine services, when it becomes possihh*, will imply 
a net diminution in the scope of individual self-expresiiion, 
rests upon the patent fallacy of assigning certain fixed 
and finite limits to hiinmn intiirest and nr'tivity, so that 
any encroachment Iruin the side of nailine lessens the 
absolute scope of human .spontaneity and inteiest. If, as 
there is reason to believe, human tlesin;s and llie sictivitie.s 
which arc engaged in satisfying them are houiiclless, the 
assumption that an increase in the absolute amount of 
state-control or routine-work implitjs a diminution of tlm 
field for individual enterprise is groundless. 'I'hij imdrr- 
lying motive, which nione cun explain and jicitily each 
step in progn.'ssive .so<'ialisin, is the att;dnment of a net 
iiconomy of individual eflbrt, wduch, when it i.s irleased 
from exercise upon «i lower plane of (;oni])rtitiijn, may 
he devoted to exincise upon a higher. If the re.suil of 
extending social control over industry were meiely to lu'ing, 
about a common level of material comfort, att<*nded by 
spiritual and intellectual toipor ami cemtentment, the move- 
ment might he natural aiul necessary, hut could hanlly he 
tirnned progres-s. 

Hut such a view i.s ba.sed upon a denial of the axiom that 
tlu; sati.sfuetion of one want breeds another w;u»t, ICxpi-ii 
eiice does not leaelt the de(*ay but the melamorphosis 0} 
individuality. UmliT socialised industry pioj'ress in the 
industrial arts wouhl be slower and would absoilt a small* 1 
proportion rd' individual interest, in order that {Mogu ss in die 
finer intelleduai and inoial arcs might he fiestirr, and might 
engage a larger share of life. To future generations of mujo 
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highly evolved humanity the peculiar barbarism of our age 
will consist in the fact that the major part of its intelligence, 
enterprise, genius, has been devoted to the perfection of 
the arts of material production through mechanical means. 
If it is desirable that more of this individual energy should 
be engaged in the production of higher forms of wealth by 
competition upon higher planes, this can only be achieved 
by the process of red^ucing to routine the lower functions. 
Higher progress can only be purchased by an economy (.^f 
the work of lower progress, the free, conscious expression 
of higher individuality by the routine subordination 
lower individuality. Industrial progress would undoubtedly 
be slower under state-control, becaiise the ve*ry object of 
such control is to divert a larger propoition of human 
genius and effort from these occujiations in order to apply 
them in producing higher forms of wealth. It is not, 
however, right to assume that progress in the industrial 
arts would cea.se under state-indu.stry ; such progress would 
be slower, and would itself iiarlakit of a ruiUini! tduiracter — 
a slow, continuous adjustment of the niediauijiin of produr- 
lion and distribution to the slowly-changing nmls of the 
community, 

§ 12. A mo.st iinporlant mlsumler.standing of the line of 
indu.strial development aiiscs fiom a ('onvictioti thiit all 
jiroduction of wealth embodied in matter tends to pass 
under the dominion of machinery, that an incirasing 
number of workers in the futuni will iHiCOim.* machine' 
lenders, and that the state-control of inaeliine-iiuluslry w'oultl 
bring the vast majority of individuals into tlui condition of 
official machine-workers. Thi.s, however, is by no inean.s 
a reasonable forecast. In competitive machine-industry, 
although it is to the interest of the individual Im.siness to 
*‘.$ave” as much labour a.s po.ssible, the play of couijietition 
causes to be made and worked a nniclx larger quantity of 
machinery than is enough to maintain the current rate of 
consumption, and thus keeps in the ranks of manuiacLuri: a 
much larger (piantity of labour than is .socially necessary. 
Yet in a typical manufacturing countiy like Knglaml stati.»- 
tics show that the pKjpertiou of the working p{>[)ulation 
engaged in machine mumifactures is not increasing. If, 
then, by the gradual elimination of competition in the 
machine-industries, the quantity of machine-work were kept 



MObi:RN CAi'ITAU>Ar. 423 

down to the social requirements of the community’s con- 
sumption, the proiJortion of machine-workers would be less 
than it is, as.suinini» the demand for machine-made goods 
continued the same. 

But whiit, it may be said, will become of the increasing 
proportion of the workers not rc<iuired by machinery? will 
they go to swell indefinitely the ranks of distributors? 
Will the number of merchants, jobbers, speculators, shop- 
keepers, agents, iiiiddleinen of various sorts, grow without 
limit? Assuming that the work of distribiitifjn were left to 
competitive enteipii.se, and that tlie quantity and qualit) of 
consumption remained the same as now, this lesult would 
seem nece.ssarlly to hjllow. 'Fhe labour saved in manu- 
facture would pass, a.s it does now, to intensify the com- 
petition of the distributive trades and to subdivide into 
needlessly small fragments the ntjcessary but limited 
amount of di.stribiitive w’oik. But these ashumption.s are 
iKit uuce.s.sarily correct. If, as .seems likely, the iiicreuited 
intensity of competition foiced the gn;wth of strong mon- 
opolies in eetlain d<;pariuu‘nt.s dlstiibution, the anthsociul 
power thus bestowed upon individuals would ne(;e.s.sitatc 
tile extension of stale contiol to them also, 'file work 
of disliihution would tini.s puss into routine industry ad- 
ministered by the public Ibi tin: public int'Test. Iluis the 
iucii of socialised iixlusliy would extenrl until it alisorbed 
one after another all industries |;or,se!i«i!ig the nmeliiiU!- 
eliarui ter and eaj>al)li: of adiuinisti.ition by routine. It 
might thus ripprai that, after all, the huelHitlings tjf the 
iiiilividualist would ha veiiluMl, the woik of hie would be 
re<iiu‘ed to a dull monotonous luei hanisin grinding out 
under burcitixTatic sway an even <iuaiitity of mateiial com- 
forts for a community absorbed in the satisfaction of its 
orderly behaviour. 

This goal seems inevitable if we assume that no change 
take.s place in Uuj tpiantity and (piality of the coiuaimption 
of the community, that individual e(in.siiniers .savii or try 
tt) .save tluf .same proportion of their incomes as imw, 
and ap[>ly liie portion that they .spiuid to the purcha.se 
of ini:reased (iuanUlie*.s of evcr-ciieai>ening nau'l line made 
J',Ot)tls, 

Hut arc we. jiistilied in eoii.siilering it ne<’e.sHary, or even 
probable, that consumption will in amount and chanMlrr 
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remain unchanged ? In proportion as the large industries 
pass into the condition of monopolies, whether under 
private or public control, the area of safe and profitable 
investment for the average saving^' man will be more 
restricted. Thus some of the useless “saving" which 
takes the shape of excessive plant, machinery, and other 
forms of capital will be prevented. In other words, the 
quantity of consumption will increase, and this increase will 
give fuller employment to the machinery of production and 
to the labour engaged in working it and in distributing the 
increased product. If, however, increased consumption 
merely took the form of consuming increased quantities of 
the same material goods as before, the gain would be limited 
to the rise of material comfort of the poorer classes, and this 
gain might be set off by the congested and torpor-breeding 
luxury of the better-to-do. A mere increase in quantity of 
consumption would do nothing to avert the drifting of 
industry into a bureaucratic mechanism. 

§ 13. It is to improved quality and character of consump- 
tion that we can alone look for a guarantee of social progress. 
Allusion has been already made to the class of artistic and 
intellectual work which cannot be undertaken by machinery. 
It must never be forgotten that art Ls the true antithesis of 
machinery. The essence of art in IhLs wide sense is the 
application of individual spontaneou.s human ifffort. ICacli 
art-product is the repository of individual tlu^ngdit, feeling, 
effort, each machine-product is mn, 'riie “ art " in marhine 
work has been exhau.sted in the .single supretue effort of 
planning the machine; the moie perfiaH the rna<'liine the 
smaller the proportion of individual skill or art einbodi(!(l 
in the machine-product. 'J’lie spirit of machinery, its vast 
rapid power of multiplying (pianlitie.s of material goods 
of the same patleni, has so over- awed the industrial 
world that the cra/e for riuantitative consniniHion inis 
scissed possession of many wh(i.se ta.ste and education 
might have enabled them to offer rc.sistancii. 'riuns, not 
only our bread and our boots are znade by niadnnery, 
but many of the very thiugfi we misnanm “art j»roduf:t.s." 
Now a just indietniezit of ihiis i'X(*c.s.'iive onfaoachment of 
machinery is not ba.scd ujion the belief, right or wiong, 
that machinery cannot produce llzings in themselves us 
fit or beautiful as art The true inadctjuacy of nzaclilne- 
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products for human purposes arises from the fad that 
inachine-jiroducts are exactly similar to one another, whereas 
consumeis are not. So long as consumers consent to sink 
their individuality, to consume articles of precisely the same 
shape, size, colour, material, to assimilate their consumption 
to one another, machinery will supply them. But since no 
two individuals are precisely similar in physical, intellectual, 
or moral nature, so the real needs of no two will be the 
same, even in the satisfaction of ordinary material wants. 
As the dominaiK'e of mnehinery over the workers tends to 
the destruction of incli\iduality in work, obliging rlifftjrent 
workers to do the same work in the same way with a 
premium upon the mere capacity of rapid repetition, in the 
same way it tends to crush the individuality of consumers 
by imposing a common character upon their consumption. 
I'he progressive utilisation of machinery depends iii>on tlie 
continuance of this indiscriminate consumption, and the 
willingness of eonsiiiners to employ every increase of income 
in demanding larger an<l larger quantities of goods of the 
same pattern and character. Once suppose that consumeis 
refuse to conform to a common standard, and insist more 
and more upon a consumption adjusted to their indivitlual 
needs and tastes, and likewise strive to follow and to t;:itisiy 
the clianging phases of their individual taste, sucli individ- 
uality in con.sumption must imposes a conesporuling iio 
dividuality in production, and machinery will be detliroiusd 
from industry. I.et us take the example i>f the doLlt- 
ing trade. Provided the wearing public will consent to 
wear dotlu’H conhaming to rertain common pallerns and 
shapes wliich ans only upprovimate madiinery can bis 

used to makis these dolhes ; but if eveiy person n-tjuirial 
his own taste to be consulted, and insisted U()on an (jxaiii- 
tude of fit and a confouuily to his own special ideas of 
comfort, the woik could no longer In: done by niachinny, 
and would require the skill an artist,” It is precisely 
upon this issue tlnit the <*onfli(a of machine zutsus hand 
labour is still fought out. 'I'iie most highlydinisluul aitidi s 
in the dothing and bool trades are still hand-made; tin' 
best golbdulis, liiihing iods, c:ridu:t bats, embody a hug*' 
amount of Jiigh manual skill, thongir articles of fair average 
make are tiinu^d out chiefly by mudiinery in large quantities. 
These hand made goods are produced for a small poilion oi 
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the consuming public, whose education and refinement of 
taste induces them to prefer spending their money upon a 
smaller quantity of commodities adjusted in character to 
their individual needs, than upon a larger quantity of 
common commodities. 

Assuming that industrial evolution places an increasing 
proportion of the consuming public in secure possession of 
the prime physical necessaries of life, it is surely possible 
that they too may come to value less highly a quantitative 
increase in consumption, and may develop individuality of 
tastes which require individual production for their satis- 
faction. In proportion as this happens, hand work or art 
must play a more important part in these industries, and 
may be able to repel the further encroachments of machinery, 
or even to drive it out of some of the inrlustrial territory it 
has annexed But although the illustration of the present 
condition of the clothing trades serves to indicate the nature 
of the contest between machinery and art in the region of 
urdinary material consumption, it is not suggested that .social 
progress will, or ought to, expel machinery from most of the 
industries it controls, or to prevent its application to indus- 
tries which it has not yet reached, "rhe luxury and foppish 
refinement of a small section of ‘‘liisluonahle” society, 
unnaturally relieved of the wholesome necessity of work, 
cannot be taken as an indication of the ways in wliirh imli- 
vidualiLy or quality of coiusumptiun may or will asseit itself, 
in a society wliere social progress is based upon eipiality of 
opportunity, and the power to consume ha.s some just rela- 
tion to ability and merit. It seems reasonable to expect 
that on the whole machinery will retain, and even strengthen 
and extend, its hold of those industries engaged in supply- 
ing the primitive needs of man — his food, clothing, shelter, 
and other animal comforts. In a genuinely progressive 
society the object will be so to order life as to secure, not 
merely the large.st amount of iudividurd freedom or self- 
expression, but the highe.st quality. If an undue amount of 
individuality be devoted to the production and consuinplicjn 
of food, clothing, etc., and the con.scious, refined cultivation 
of these tastes, higher forms of individual exprc.s.sion in 
work and life will be neglecLccI. The just economy indi- 
viduality will therefore relegate certain braixdies of produc- 
tion to machinery, in order that the energy saved by such 
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ruutiiic-work may be set free for higher individual cudeavoun 
Tlie satisfaction of the primary animal wants — hunger, thiist, 
cold, etc. — are common to all ; in these purely physical 
demands there is less qualitative difference in different men; 
as the needs are the same the consumption will he the same. 
I'lie absence of wide individual diflercnces of taste marks 
out the commodities for routine or machine-production. As 
individuals are nearest alike in their prime physical needs, 
so, as thc!y grailually develop higher material waiiU;, and, 
after these aie saLisiiecl, msthetic, intellectual, iiioial wants, 
theij iiulividujilism becomes more and more marked It is 
therefore in the most highly developed, or, as tliey are sonni- 
tinies called, the mf)re “artilieiul” wants of man, that the 
<liversity of individual nature shows itself nmst stiongly, and 
demaiuls a satisfaction peculiar to itself which only art can 
give. In a highly evolved socaety it is likely that many 
physical needs, and even some intellecLual need.s, will he 
c<mimoa to all, ami will engage little individual ulbsition. 
'riiesc may he gnalod as routine wants, and maybe !iati!>iied 
hy mac:)»imi-mad<j |»<^<ids. As a society, safely otdeietl in 
ilia supply of ordinary j>hysir:al ('.(aiiforts, continucil to 
ilevelup, a less and k*.s.s divcr.sity would show itself in the 
onliiiary aspect of its material civilisation, be('ause the 
imlividuality which once found exisussion them is raised 
to a higher plaui; of activity. The (‘micluneat and cnlaige 
meni of human lifb in such u sooitay would umlnniuedly 
mariifesl itself in a groairr likimess heiwt'ra Liu: individual 
luemls’ts in the Iowim modes of life, hut the extent of indi- 
vidual diffTenre, in the hi{*her mojlnti he t‘ver widen- 

ing. 'riu: ohjert (jf tlie lovolling, in the lower processes of 
life would be that liigiier individuiil diirerunees might have 
opportunity to assert themselves. In a progrtrssive society 
thii.s conceived, where socialisation and individuation grow 
in.S(;parably related and reacting on one another, thuie is 
iividenlly no iixt:d limit to llu; pn^gn-.ss ol machinery. As 
each higher want is edueated, some lower want will diop 
into the position of a routine want, and will pass into Uu 
ripihtful province of machinery. Ihit though a large pr(>[)or 
ti<m of material commodities would dotihtloss he inatlu hy 
machinery, it is not .signified that art will be banishrsl I’n/iii 
what arc commonly called tluj industriid arts. (,)n the con- 
trary, ait may be in many ways the friend and cuopcnilor 
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of machinery, the latter furnishing a routine foundation for 
ihc display of individual taste and of individual satisfaction 
in the consumer. One of the most hopeful signs of the 
last few years is the growing intrusion of art into the 
machine-industries, — the employment of skilled designers 
and executants who shall tempt and educate the public eye 
with grace of form and harmony of colour. In pottery, 
textile wares, hardware, furniture, and many other indus- 
tries, the beginnings of public taste are oj)erating in demand 
for variety and ornament. May not this be the beginning 
of a cultivation of individual taste which shall giafl a fine- 
art upon each machine-industry, apportioning to machinery 
that work which is hard, dull, dangerous, monotonous, and 
uncducative, while that wliich is pleasant, worthy, interest- 
ing, and educative is reserved for the human agent ? 

§ r.| . Machinery is thus naturally adapted to the satisfaction 
of the routine wants of life under social control. The charac- 
ter of machine-production, a.s has been shown, is essentially 
collective. The maladies of present machine-indu.stries are 
due to the fact that this collective character is inadcriuatcly 
recognised, and machinery, left to individual enterprise; and 
competition, opprcs.se.s mankind and cause.s waste and com- 
mercial instability. In a word, the highest <livi.sion of 
labour has not been yet attained, that which will aiiportion 
machinery to the collective supply of the nmline lUiods of 
life, and art to the individual supply of the individual needs. 
In this waj^ alone can society obtain the full lists of the 
“labour-saving” character of machinery, minimising the 
amount of human exertion engaged in tending machinery 
and maximising the amount engaged in the free and 
interesting occui)ations. Engaged in satisfying the steady, 
constant needs of society under social regulation, inatdiincry 
would no longer be subject to those ft.^arful oscillations of 
demand which are liable unforeseen to plunge whole 
masses of workers into unemployment and poverty, and to 
waste an infmilii amount of “saving,” Wliere Hkj fluctu- 
ations in consuuipliou were confined to the legicai of 
individual taste, the changes of taste and growing vaiicly 
of consiniiption would furnish the education of tin; artist, 
who will acquire skill and flexibility liy freely following 
and directing the changing tastes of consumers. 

In such a forecast it is of course useless to endeavour to 
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predict how far art will continue to occupy with 

industry, or how far, set free by machinery, it will be 

absorbed in the creation of finer intellectual or spiritual 

products, or in what are now lernird the fine arts. This 

must depend upon the nature of the harmonious develop- 
ment of human capacities of effort and enjoyment unrler 
conditions of individual freedom, and the interaction of the 
free development of individuals in a society founded upon an 
equality of the material means of life. The study of the 
(pialitative development of consumption in modern society 
is only just beginning to be recognised ns the true starting- 
point of economic science, for although many of the older 
economists did verbal homage to the importance of this 
branch of study, it has been reserved for recisnt thinkers 
lo set about the work.^ 

§ 15. It is hardly too much to say that the whole of social 
progre.ss depends upon the substitution of rpialilativc for 
(luantitativc methods of consumption. In so far as iiuli- 
viduals apply their growing ability to consume in ortb*r 
lo demand increased quantities of the same articles tlioy 
consumed before, or flash %’aricty of fashionable goods in 
no wis<*. adjusted to individual need or taste, tluy extend 
the dominion of machinery. In so far as they dev<‘lop 
individual taste, delicacy rather than quantity of satisfaction, 
they give wider scope lo 'work whicli embodies conscious 
human skill and deserves the nani<! of art. 

Tlut there is anolluir bearing of this point of er]iial signifi- 
ranct!. IVililical economist}; have a ilisinal hjnnula called 
the Iaw of Diminishing l<<*iui ns, -which casts a dark shadow 
upon imhistrial progress as it is i:ommonly conceivefd. 'fhe 
inorfj food and clothing, fuel, and other mattsrial goods we 
rcfiuirc, the further liavis to g(» for tius material, and the 
harder il is to get : w(j must plough inferior lands yielding 
smaller crop.s, we must sink di'eper shafts for our coal anti 
iron. As our population grows ever larger, and this larger 
mmihttr wants more and more pieces of the earth to A’-ed 

* Prnffssor Jovotih' w»uk ujk»h this branch of Krotaanirs wir, niarnMl 
by nn atlcmiil If) ircnt it purely that is lo r<'<liir<* 4juab 

iiulivc to (iuantitalivc nilicnuicTs an imjJoKsihility. Anutn;; riM^ nt 
wuti'rs, I'rolcs.M*r Patten, of IVnnsylvania univeasity, l)iis iii.-iflo Ity he 
thi* most impoitarit contributions towards n systematic tr^sdinnu of 
the economics of consumption. 
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its machines and to turn out the increased quantity of 
goods, the drain upon natuial resources is constantly 
increasing. The material world is limited; in time Nature 
will become exhausted, and, long before this happens, the 
quantity of human labour requiied to raise tlic increased 
supply of raw material in the teeth of lh(3 Law of Diminish- 
ing Returns will far exceed the economies attending large- 
scale machine-production. 

This danger will also be found to result entirely from the 
quantitative estimate of human wealth and human life. 

Confining our view for the moment to that branch of 
production which is engag<id in pioviding food, to whicl> 
the ]^aw of Diminishing Returns is held to ai>ply with 
special rigour, we can see without difilciilty how, liy a 
progressive diflerentiation of consumption, we i\an mitigate 
or even utterly defeat the operation of this law. If llie 
inhaljitanls of a country persist in maintaining a .single 
narrow standard of di(it, and use the whohi of their lan/1 
for growing wheat and raising she<ip, not merely do thciy 
waste all other fine i>rodiiclive qualilii's btjlonging to 
certain portions of tliu cultivated or uncultivnterl soil, hut 
every inciease in their narrow consuiniilion drives l]n*ni to 
wor.se soil, obliges them to put mt^re labour into a quarter 
of wheal or a sheep, and incrcasiss the proi>r)rtion of tlit‘ir 
aggregate product wliicli goes a.s rent.' if, on the otlier 
hand, a conuminily cultivates a vari«!fl i:on.sumjaion and 
seeks to utilise t‘ac‘h portion of its soil for whabjvcr form 
of food it can grow l)est, instead of grarling its land ex 
clusivL'ly ncconling to its wlutat or sheep'raising rapacity, 
it is able to defeat the ‘'niggardliness of natunt” whi<;h 
asserts itself when the community insists upon a eoulinnal 
tixiLMision of the saims demands. Kor land wliif'h may 
be very bad for wbent growing or grazing, wlii('h may 
oven be “below the margin of rullivalion for these 
purposes, may be well adapter! for producing other eom- 
inoditit!.s. A large variety of allernativo uses will (intibUs 
tis to g(*t the largttst net amount of utilit‘u‘s out of N:itun», 
and a community whi(*h, in lieu of an (jxtiMiuion of flemaml 
for the same commodities, asserts its eivilisalion in the 
cduailion of new demands and a grenle,r eomplexity in 


* Vkiien^s jye/fns€s 4t/ chap. iv. 



MODERN CAPITARTSM. 43 1 

the standard of its comfort, mny draw from the land an 
indefinite increase of wealth without puttinj^ forth more 
labour or paying higher rent. It is simply one more 
example of the economy attainable by division of labour 
and specialisation of function. 

S ifi. What applifis to food will equally apply to Iho use 
of the t'arlh for ])roviirmg llie raw material of all other forms 
of material wealth. A petjple with growing variety of con- 
sumption is ever finding new anil more profitable uses for 
slighted or negle<‘leil rapacities of nature. The social 
progress of natiniis must be chit‘ny determined by the 
amount of their int elligent flexibility of consumption. Mine 
variety of consujni)tion in itself is not sufficient to serure 
progress, I’herc must bo a progressive recognition of the 
true relatioii.s, between the i>rodm:ts which can bo inr*st 
econoniirally raised upon each portion of the soil, and the 
wholesome nreds of mankind seeking the full harmonicuis 
devolopmont of their faiailties in their given jibysical en- 
vironini'.nt. A imigies.sive cultivation of tiifjte lor a variety 
of strong drinks, though it might provide an inci eased 
nnmbtir of alti.TOtlive uses for the soil, and miglit enhance 
the aggregati! market value.'j c)f the wealth i)rodured, would 
not, it is generally held, make for social progr(‘sa. 'rhnt 
nation wdiicli, in its intelligent nltninment of a higher 
standard of life, is able to thoroughly assimilaUi and har- 
nionisii tlic largest variety of those jyroducts for which their 
soil and climate are best adapteil, will be fiiremosl in 
industrial jU'ogiei;?; and in the other arts f>r civilisation which 
spiing out f»f it. 

d’lie ca.se is a simple one. A mere inert, 'ase in the variety 
of mr material ci)nsum])tion relieves tlur strain impotied 
upon man by the limits of malerial universe, for such 
variety enable.? him to utili.se a larger projmrtion of the 
aggregatt! of matter, ]lut in proportion as wti add to im»n! 
variety a higher aj)i>rodalion of tliosti adaptations of matter 
which art! due to human skill, and whieb we itall Art, we pa.s.s 
out.sitle till* limits of matter and are no longiir the slavijs of 
loods and acres and a law of diminishing retiirn.s. So long 
as we continue to raise more itie.n who <le>nand more fond 
and clothes ami fuel, we are .subjef:t to the limitations oi 
the niateilal imivrrso, and what we get ever costs us more aiul 
benefits u.? le.ss. Hut when we cease to demand mon\ and 
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begin to demand belter, commodities, more delicate, highly 
finished ami harmonious, we nan innrense the enjoyment 
without n deling to the cost or exhausting the slnn* What 
artist would not laugh at the suggestion that Lhrj materials 
of his ait, his colours, clay, marble, or what else he wrought 
in, might fail and his art come to an end? When we are 
dealing with qiiiililalive, ue. artistic, goods, we see at once 
how an infinite e\pi:nditure of labour may be given, an 
infinite satisfaction taloui, from the nieagresl quantity of 
matter and space; fn proportion as a romrnunity comes to 
substitute a qualitative for a quantitative stantlarcl of living, 
it escapes the limitations imposed by matter upon man. 
Art knows no restrictions of space or si/e, and in proportion 
as we attain the art of living we shall be likewist^ iroe. 

§ 17. So fiir the consideration of refornieil (lualilative 
consumption has been confined to material goods. Hut a 
people moving along the line of prr>gr(‘s.s, stacking ever a 
more highly qualitative life, will (lemiind tliat a larger pro^ 
I»ortion of Ihcir energy shall he given to the produrlion and 
consumption of intellectual goods. 

This world likewise is al present largely under the 
dominion of Machinery and n l«'iw of Diminishing Keturns. 
Hy making of our intidlectnal life a mere accumulation of 
knowledgi*, piling fact upon fact, reading book upon book, 
atliling science to sciiuirc, .striving to covct as much intel- 
U*ctual grouml as pos.sibh*, wo become mere worsliippers 
of quantity, It is not unnatural tliat our commercial life 
should bn*<‘<l such an intellectual (‘onsumption, and that 
the Kngli.sli and American nations in parti<'ular, who have 
beyond others developed machine -production and the 
(luantilativc genius for commcsrcc, slmiild exhibit the same 
la.ste in their pursuit after knowlerige. l*ace, size, numlnir, 
cost, are ever on their lips. To visit every Rurojx'an capil.al 
in a fortnight, seeacre.s of ijictiires, c'atliedrals, ruineil castles, 
collect out of bonks or travel the largiist mass of unassorb^l 
and umlig(i.ste<l information, i.s the obje(*t of stu'h portion of 
the commercial lifii as can be sirred from the more serious 
occupations of lifis juliug up bale after bale of cotton goods 
and eating dinner after (liniUT of the .same inhannonioasly 
ordiinul victuals. 

Our .schools and coll*ige.s are engaged in turning out year 
by year immense quantities of common intellectual goods. 
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Our magazines, books, and lectures are chiefly machine- 
products adjusted to the average reader or hearer, and are 
reckoned successful if they can drive a large number of 
individuals to profess the same feelings and opinions and 
adopt the same party or creed, with the view of enabling 
them to consume a large number of copies of the same 
intellectual commodities which can be turned out by intel- 
lectual machinery, instead of undergoing the effort of think- 
ing and feeling for themselves. This danger, connected 
with the rapid si»read of printed matter, is a grave one. 
Happily there are visible here also counteracting influences, 
forces that tend to individualise intellectual consumption 
and thus to stimulate the higher arts of intellectual pro- 
duction. In a progressive community it will be more fully 
rcrognised that it is not sufficient to induce people to give 
more time and attention to intellectual consumption ; they 
must demand intellectual goods vitally adjusted to their 
individual necd.s. 

Jj liS. 'Po the increased regard for quality of life we miis't 
likewise look to escape the moral maladies whicli arise from 
competition. For what is the cause of anti social com- 
petition? It is the limitation of quantity. Two dogs are 
after one bone. Two persons wish to consumij one com- 
modity at the some time. Now, even in material goods, the 
more rjualitative (uuisuinptirin bec<)nie.s, and live more insist- 
ent each individual is upon the sati.sfaction of his peniliar 
tastes, the .smaller will be the probability that two [Xirsons 
will collide in lh»‘ir rhjsires, and stniggltj for llui ijossensirui 
of the stslfsanvi! couiiuodily. Kven in urt-objerts wliirh are 
.still bounded by matter, among giujuinc lovers of nit the 
individuality of eacli stamls out in mitigation of (h« 
antagonism of competition, for n<j two will have jvreci.sely 
tlve same taste.s or estimates, or will sc<tk with ('(gial avi<lily 
tivo .same embodiments of art. As W(i rise to purely intel- 
lectual or moral enjoyments, competition giv(‘s way to 
g(*nertnis rivalry in co operali<»n. In tin; piirsuil of know- 
ledge or goodnes.s the rivalry is no longer anlag<mi.sin - 
what one gains anotlu*r does iml los(*. ()nu man’s .suecesM 
is not anollier’s failure. On the contrary, tint enrichment 
of oms is the (jnrirJunent of all. Dotli in tlu* produr-tion 
and the consumption of the highest goods of Scieiuas Art, 
and Virtiu', soc'ial, not anti social, motiv<‘.s an; the chitff 
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stimulus. In the highest forms of consumption, the practice 
of the noblest arts of life, the enjo}ment of the finest 
intellectual and spiritual goods, there is no purely selfish 
consumption, For though the highest individuality is then 
attained, the enjoyment of one individual requires the en- 
joyment of others. The attainment of the highest reaches 
of knowledge is impossible for the individual without the 
constant and increasing aid of other minds and the inspiring 
“spirit of the age”; the enjoyment of such knowledge is in 
an even wider communication. The practice and enjoy- 
ment of the arts of goodness are necessarily social, because 
the good life can only be lived in a good society. Spinoza 
has summed up the truth in saying — “The highest good is 
common to all, and all may equally enjoy it.” So it appears 
that the highest goods arc essentially at once individual 
and social, pointing once more the attainment of the higher 
synthesis in which the antagonism of the “ one ” and the 
“ all,” which shows itself in the lower iilanes of competing 
effort and enjoyment, disappears. 

g i(> One necessary condition of this progressive life 
cannot be ignored. Human life itself must become more 
qualitative, not only in its functional activities, but in its 
physical basis. The greatness and worth of a community 
must be seen more clearly to consist not in the numbers, 
but in the character of its members. If the number of 
individuals in a society continually incioases, no reform in 
methods of consumption can prevent the constant increase 
in the proportion of human energy which must be put into 
the production of the prime material necessaries of i>hysical 
life which arc, and in spite of all improved methods of 
treating nature will remain, ultimately subject to a law of 
diminishing returns : so, less and less energy can be siwtred 
for the life of varied and delicate consumption, high indi- 
viduality and intellectual and moral growth. Profe.ssor 
Geddes has well expressed the iinj)ortaiK;e of this truth : 
“'rhe remedy lies in higlier and higher individuation — 
r.df., if we would repress excessive multiplication, we must 
develop the average individual standard throughout society* 
Population not merely lends to out-run the means of sub- 
sistence, but to degenerate below the level of subsistence, 
so that without steadily directing more and more of our 
industry from the production of those forms of wealth 



MODERN CAPITALISAL 


435 


which merely support life to those* which evoke it, from the 
increase of the fundamental necessities of animal life to 
that of the highest appliances of human culture, degenera- 
tion must go 011.”^ 

§ 20. One final consideration remains. Modern large- 
scale industry has enlarged and made more distinct an 
unnatural and injurious separation of the arts of production 
and the arts of consumption. Work has become more and 
more differentiated from enjoyment, and in a twofold way. 
Modern machine-industry has in the first place sharpened 
the distinction between the working classes, whose name 
indicates that their primary function i.s to labour and not to 
live, and the comfortable classes, whose piimary function 
is to live and not to labour, which ]>rivate enterjirise in 
machine-industry has greatly enlarged. 'I’hc extremes of 
these large classes present the divorcement of labour and 
life in startling prominence. But since woik and enjoy- 
menl are both hunnin functions, they must he organically 
related in the life of cveiy individual in a lu'iilthy com 
munity. Tt must be recognised to h(‘ as ef.s<*ntial to th<J 
consumer to produce as for the prodiu’cr to consume. 1 la* 
attempt on the part of an individual or a cla.ss to (*.sc:aju' 
the physical and moral law which nKiuiros th<.‘ output ol 
personal exertion as the condition <*f wlirdi^sima* consunn* 
tion can never be succtissful. On lluj plane of physi<‘al 
healtli, Dr. Arlidge, in his book upini Dhea^es o/ 
Occufntiofis^ point.s the inevitable lesson In the higli raitJ ol 
disease and mortality of tlu; ‘*unot:cupir<l fte’' in that 
period of their life when they have ‘dakiirl tlanr /. 4 *st lijr 
volunteer exertion and assume tht: idle lifts which their 
economic power renders possible. 'I'he man^ of “ inde- 
pendent means” cannot on the averugt,* kt*ei) his life in hi? 
body nearly so long as the half.slarvi'd, ilMu>u,S(*rl agr 
cultural labourt.T, from wht;se lahotjr he draws tfui »<nl 
which keep him in kllene.ss. 'Fhe .same law applies in th 
intellectual world. The dilettante person wlio trie.s t 
extract unceasing increments of inlelleetual or ic.stheti 
enjoyment from hooks or pictun^.s or travel, without tli 
contrihiilion of steady, painful intdlcclual effort, fails to 

^ iVofiJssor Piilrick 

of c'hnii. XX. (C'omempin.uy Scioiifi* Snir'.j Wiillei S*ujt 

ruldi'diiuj; Co.). 
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win an intellectual life, for the mere automatic process of 
collecting the knowledge of others for peisonal consumption 
without striving to enlarge the general stock, congests and 
debilitates the mind and prevents the wholesome digestion 
and assimilation. 

The same necessary evil arises from the sharp separation 
of the processes of production and consumption in the 
individual life of the worker. Industry which is purely 
monotonous, burdensome, uninteresting, uneducativc, which 
contains within itself no elements of enjoyment, cannot be 
fully compensated by alternate periods of consumption or 
relaxation. The painful effort involved in all labour or 
exertion should have linked with it certain sustaining 
elements of related interest and pleasure. It is the 
absence of this which condemns machine-tending from tlie 
human standpoint, it is the presence of this which dis- 
tinguishes every art, Hence in a progressive society we 
must look to see not the abolition of machinery, but the 
diminution of machine-tending which attends the growing 
{lerfection of machinery, in order that the arts may be able 
to absorb a larger share of human exertion. 

The arts of production and consumption will, in the 
evolution of a wholesome industrial society, bti found in- 
separable : not merely will they be seen to be organically 
related, but rather will appear as two aspects of the same 
i'act, the concave and the convex of life. For the justly 
ordered life brings the idimtification of lif(‘, a continuous 
orderly intake and outjmt of wholesome energy. 'Hiis 
judgment, not of ** sentimentalism” but of science, finds 
powerful but literally accurate expression in the saying 
of a great modern thinker, **fjfe witiuniL industry Is guilt, 
industry wiliiuut art is bnitulity.” Just in j»i >pnilion as 
the truth of the latter phrase limls rc.r.ognition the 
ditions which make “life without work” jiossilde will 
disappear. Everything in Iiuman progre-ss will be fotintl to 
depend upon a progrcjusivt: rcali.sation of lh(3 naluro of good 
“ consumption,” Just in proportion as our tastes become 
so qualitative that we reciuire to put our own spontaneity, 
our senst^ of beauty and fitness, our vital fonxs, into what- 
ever work we do, and likewise retpiire the .same elements of 
spontaneity and individuality in all enjoy, the economic 
conditions of a perlect society will be attained. 
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§ 21. This forecast of the social and industrial goal seems 
justified by a thoughtful interpretation of the tendencies 
visible in the development of modern industry. How 
fast may be the progress towards such an ideal, or how far 
such progress may be frustrated or impaired by the appear- 
ance of new or the strengthening of old antagonistic forces, 
lies beyond the powers of legitimate speculation. The 
endeavour to test industrial evolution by reference to the 
wider movements of human life brings into prominenre two 
great tendencies wliose operations, attested not dimly by 
modern history, are in close accord with the general trt*ntl 
of the development of social and individual life and the 
relations subsisting between the two. 

A.s modern industrial societies develop they disclose 
certain material wants which are common to all or most 
members, and are less subject to fluctuations in quantity 
or quality of demand than others. These routine wants, 
representing that part of consumptirm which is common, 
can be supplied most economically by highly organised 
machinery and highly concentrated methods of prodtiction. 
But so long as the machinery for the satisfaction of the 
common wants remains outside the common control, and is 
worked for the benefit of sections of the community whtKSc 
interests conflict, both with one aiiothfjr and with tlu; 
general interest, an immense amount of waste and dang«‘r 
arises from the working of the macliint*ry, and grave social 
maladies arc engendered. These maladies evoke in the 
bestordert!d and most inhdligeni communitit's an increas- 
ing pressure of public control. 'I’hi.s jMihlic control is 
strengthened and extended in proportion as the highly 
evolved structure of the imliustry cnabh-s its adniini.strnlors 
to cxerci.'se powers of monopoly cither in relation to the 
treatment of its employees, (jf in relation to the price or 
quality of the commodities it .snjjplies to the public. Such 
industries as d<ivelop these economic powers of monoprtly 
in the highest degree, and in relation to the supply of 
prime necessaries or comforts of comnujii life, pass gradually 
into the condition of public industries organised for tluf 
public good. Tt seems likely that all the important maeliine 
industries engagefi in satisfying rommon rniitiiu‘ wants will 
gradually <Icvelop the monopolio oharaeteriNties whirh ae<aue 
to large production, and will pass by degrees through the 
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different phases of public control until they become merged 
in public industry. 

This so-called socialistic movement in industry represents 
the growing cohesiveness of modern societies. At all times 
there is a strong natural tendency to supply common wants 
by common efforts. So long as the common wants in their 
wider significance only extend to protection of the person 
and of certain forms of personal property, state-work is 
confined within tliese protective limits, and the work of 
producing common wealth, so far as it exists, is left 
to village communities or other small units of social 
organisation. As the elements of steady common con- 
sumption grow in number, the common organisation 
of activity to supply them will grow, and where the 
supply has at first been left to private enteiprise, the abuse 
of power and growing inconvenience of competition will 
drive them into public industry. Hut since the very rtusm 
of this increased social cohesiveness is to economise 
and enrich the individual life, and to enable the play of 
individual energy to assumes higher forms out of which more 
incliviilunl satisfaction may accrue, more and more luinKin 
effort will take shape in industries which will bo h‘ft to 
iiulividiuil initiative and control, the arts in which tlie 
freedom of personal spontaneity will find scope in the ex- 
pression of physical or moral beauty and fitness and the 
attainment of intellccturd truth, 'fhe infinite varifdy which 
thesis forms of artistic expression may assume, fraught with 
the individuality of the artist, will prevent them from ever 
passing into “routinrj** or ‘‘common” industries, though 
even in the fin(5 arts tluire will be certain elements which, as 
they hi'come jsirt of the common possession, will hiic'ome 
^<^Ultively void of indivi<lual inliTest, and will thus pas.s inU» 
n cenilition of routine activity. 'I'luj idea of ('oiiiinuity in 
human i)rr>gn‘ss demands this admissitm. but siiu e each 
(meroaclnnent r>f routine into the “finer arts” is motived by 
a prior shifting of the inttucst of tins consmiutr inU> forms 
of higher refinement, tlmre will be a lu't gain and not a loss 
in the capa<!ity of individual exttreise in artislit: work. In 
every form of human aelivity the. prognfss of routine 
industry will lie the lUjeejHJury (‘omliliim of the expansion of 
individual fretidoni of (ixpres.sion. but whilt: the choice and 
control of each higher form of “industry” will remain 
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individualistic, in proportion as the moral bonds of society 
obtain fuller conscious recognition, the work of the “artist” 
likewise will be dedicated more and more to the service of 
his fellow-men. Thus will the balance of the social and 
individual work in the satisfaction of human wants bii 
preserved, while the number of those wants increase and 
assume different values with the progress nf the social and 
individual life. 
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